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Statemnent by U.S. Deputy Secretary of Education Frank 8. Holleman 111
On the Department’s Management Snccess

Today, the Departiment’s luspector General announced that our avditor, Ernst 208 Young,
issued four qualified opinions and one disclaimer of opinion on the Department’s five Fiscal
Year 1999 financial statements. In just a year's time, we have made substantial progress - four
out of five of our financial statements, with a few exceptions, have been found to fairly represent
our operations. Our goal for next year is improve even further upon this. Weare ontrack o a
sound, comprehensive financial management system, and I believe this announcement validates
our appreach (o the Department’s financial management.

Taxpayers and students have enjoved significant beneiiis over the past seven vears as thig
administration has done more than any other 10 strengthen the management of federal educadon -
programs. For example, over the last seven years, we have: reduced the student loan default rate
from 22.4 percent to 8.8 percent; increased collecuons on defaulted loans from $1 billion 0 over
$3 billion; and, saved taxpavers over 34 billion zhraugh the creation of direct student loans. The
Department has also received excellent cusiomer service ratings, matchmg the best in.the privaie

‘'sector, Federal Express or Nordstrom, on aur one-stop source for our pzzb ications and other

information products, ED Pubs. ‘Further, as an indication of our efficiency, @ GAQ report
looking at our ten largest programs found that 99 percent of our appw;}mauons go directly 1o the
states and sch&(}is oo _ B RN eI
Co ST \g.”,;i‘z“ SRR L

This adrzmzstratwrz ?zas butlt a szr‘fmgea more efhcmz? {}epanmeqt ol Education than the
one we inherited, all durzrzg a time \when our respmxszbs mes and budaez havc more than doubled.
Moreover, we operate with only two-thirds a5 many empl O} ees as hdministered our programs in
1980, However, we know we have more work 1o do and we intend o do it | look {orward this

year w further building on these accomplishments. -
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Management Accomplishments at the Department of Education
February 14, 2000

Education has only two-thirds as many employees as administered its programs
in 1980, even though its budget has more than doubled.

Education has trimmed its regulations by one-third, reduced grant application
paperwork, and aggressively implemented waiver authority for legal roadblocks
to state reform,

The student loan cohort default rate is now 2 record-low 8.8 percent, after
declining for seven consecutive vears. 1t was 22.4 percent when President
Clinton took office, As a result, taxpavers have saved billions of dollars.

Collections on defaulted loans have tripled, from $1 billion in fiscal year 1993 to
over %3 billion in fiscal vear 1999.

The Direct Student Loan program, proposed by President Clinton in §993 and:
unplemented in 1994, has saved taxpayers over 34 billion over the last fiy ive years
(compared to the federal cost if direct loans had instead been gaaz‘azzze&d ;::»&ns)
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The craanon of the Nanonal Student Lcan Data System has alloweé Edz,zc:azm ;

$1 billion in grants and leans to ine zaz;ble: students. . oowide :t;-::-;-‘;

Customer service ratings for ED Pubs, Education’s document distribution center,
exceed those of premier corporations like Federal Express and Nordstrom.

Education has a pattern of working cooperatively with the GAO and 1G:
According to former Deputy Secretary Mike Smith, Education has fully
addressed 203 of the 234 GAO and Ol audits that were either unresolved in
1993 or issued since 1993, There are lessthan half as many open audits as there.
were $iX years ago.

American education is improving: New high academic standards are in place in
all 50 states. For the first time ever, the nation’s reading scores are up in all
three grades tested. Math scores have also improved. And 67 percent of high
school graduates are going straight to college, one-teiith more than seven years
ago.
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The U.S. Department of Education: Working for
Learning

Thank you for the opportunity 1o speak with you today on the role of the U.S. Department of Education.
its mission of ensuring equal access 1o education and promoting educational excellence. and the
transformation it is undergoing 10 carry out its mission and serve the American people more eff'ecuvnlv

The Federal Contribution to Education
Serving the National Interest in Education

The federal government has had a limited but very important role in education for over 130 years. This

role started with federal support for the land grant college system in 1862 and expanded afier World War

II through such measures as the GI Bill. the National Defense Education Act, Head Start, and

postsecondary student aid. Federal involvement in education supports America in sustaining an

informed. involved citizenry and in developing the educated workforce we need to compete in a global
economy. People with more education are more likely to vote; they tend to live more sausfvmg iwes and

to contribute to their communities. 3 SR

I

& o

Likewise the U.S. Department of Education has a limited but very important role -- a role [hdl citizens 0[
this country recognize and espouse. Indeed, recent polls show the public's strong support for the "~ *
Department.

AT
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« When asked how necessary they think the federal Departmem of Educatlon is, fu]]}, 80 percent g Y
respondents said that the Dt,panmenl is necessary; 70 perccnt belleve itis "very neces«:ar\ R o
(NBC/Wall Street Journal, January 1995). . <o T

« In a poll released just last week, over three-fourths of the public (77 percent) oppose eliminating
the U.S. Department of Education to cut the deficit. Public opposition to eliminating the
Department was indeed higher than opposition to reducing cost of living adjustments in Social
Security. The same percentage (77 percent) reject cuts to student loans and other education
programs to reduce federal spending (Time/CNN, May 1995) (Chart 1),

The U"._S. Depariment of Education addresses five areas of critical national concern:

1. Increasing Access to Postsccondary Education

As college becomes more and more expensive for average Americans, the Department provides 70
percent of all student aid, about $32.5 billion, to give students greater access to postsecondary
education -- the best system in the world. Pell Grants assist 4 million low income students: student
loans help 6.5 million low and middle income students; and Federal Work Study provides aid to
700,000 students each year.

g%

Helping States, Communities, and Schools Raise Academic Achievement and Meet the Needs
of their Students - R :

The Depariment delivers almost $15.4 billion to states and school districts to assist local
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clementary and secondary schoals in providing a solid education to all children. The Goals 2000:
Educute America Act (endorsed by every major business. parent. and educational organization}
supports communily and state efforts to raise student achtevement 10 world-class levels, The Tule
[ program dirgcts about $7 billion to more than 6 mitlion children who atend our highest poverty
cchonls. (o strengthen the eaching of basic and advanced skills. These programs represent a
partnership between the U.S. Department of Education and the states in which we proviée
incentives for school reform and states and communities set their own goals and plans for
improving student achjievement. The Department spends nearly $3 biltion 1o help communities
meet the educational and davctopmenta[ needs of over 5 million children and vouths with
disabilitics. Additional support goes to help teachers improve their skills, build public-private
partnerships to get technology.into the classroom. and help schools become safe and drug free.

&

3. Facilitating the Transition from School fo Work

The School-to~Waork Opportunities Act provides seed me:}ey to help states and local communities
prepare vouth for good careers and equip them to leafn for a lifetime z?zrougiz partnerships of
schools. businesses. and community leaders. All states received grants in 1994 to develop
strategies 1o build School-to-Work systems that meet the needs of their students and economies.
By the fall of 1995, over balf of the states will have received one-time five- -year granis to build
these school-business partnerships. The Department proposes 1o refocus the Perkins Acton
helping prepare more young people for good jobs out of high school and for {urther cducation.

4. A Clearinghouse of Good Ideas and a Catalyst for lmprovement

In every state and community, educators and families are learning about offective ways of
teaching and learning through Bepaﬁmenbsp&nmred research, evaluation. and technical
assistance. The Depariment helps people tdentify what works and learn about the most promising
strutegies for tmprov ng their schools and their children's performance. Statistics o1 national
trends and indicalors of performance. such as the National Assessment of Educational Progress,
keep the focus o areas of educational growth and on areas needing improvement. The
Departenent is investing in more effective and efficient ways to share the good wdeas through
1860 nursbers, e«mail, and the Internet. The Departiment responds to almost 1.300,000
information inguiries a year, providmg 48-hour turnaround on answers, |
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. A National Vaice for Education

The U5, Department of Education is a voice for excellence and progress. a voice that speaks to
the puhblic at large as well as within the cabinet. The 1983 report 4 Narion af Risk focused public
atiention on the senwality of education to Amenca’s future as a world leader. Al} previous ‘
Education Secretaries, both Republican and Democrat, have called for strong academic standards
of the kind that the Goals 2000 Educale America Aci pow suppoerts at the tocal and state level,
Most revently, through the initiative of Secretary Riley, over 120 organizations have come
zi}g?ctimr in a "Farily fducation Partnership for Learning” to support the American family. the
fouirdgtion of 2 so lid education. This initiative has been accomplished without creating a single
new ;;m;,ram or spending additional funds. As an outgrowth of the parinership. the Secretary has
launched a reading and writing intiative, the kick-off of which he announced yesterday 1o
encourage parents, other adults, and older students to read with vounger children this summer.

Setting the Record Straight:
American Education Has Improved

In the 135 years since the Department was created, it has contribuied to positive trends in American
education by directing national attention to the imperative for reform, by supporting state and tocal
reform efforts, and more recently by focusing our programs on quality concerns, better student
achievement and teaching, While U.S. education can certainly do benter, and in many places education is
not improving fast enocugh, there have been a lot of success stories since the 1980's, many assisted by the

SR0/00 11:55 AM
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LS. Departmens of Education,

» Students are faking tougher courses. By 1992, the proportion of high school graduates taking
the core z:zzmcn%am recomrz*erzded in 4 Nation at Bisk (4 vears of English, 3 years of social
. studies. 3 years of science, 3 years of math) had increased to 47 percent, up from 13 percent in
1982, The average number of credits in these courses 1aken hy seniors has alse increased (Cluut

=) )

Maore high school students are taking worthwhile math and science instruetion as a result of state,
district. and school standard-setting, assessment, and related activity. Raising standards has
increased enrollments in core courses such as mathematics and scignce without weakening course
cantent of driving up dropout raes, according to analysis of experience in vartous parts of the
nation and aggregate results. Recent reports indicate that the trend is continuing. The New York
Times (May 9. 1995) reports that tougher graduation requirements in New York City public
schools are spurring thousands more hlg,h school students to take and pass college-preparatory
mathematics and science courses.

« Participation in the Advanced Plarement (AP) Program has increased dramatically. Since
1982, the number of participants has risen from (40,009 to 430,000, and the percentage of
students participating has also increased sharply. Especizlly impressive is the growth in
pariicipation on the part of minority students. In 1994, 28 percent of AP candidates were mmortity
students, compared to 13 percent in 1582 {Chart 31

o Achievement is up, particularly in math and science. On the National Assessment of
Educational Progress (NAEP), student performance has increased since the 1980 in science and
math. The trend in reading has generally shown improvement {Chart 43, Results from national

~_ longitudinal studies show that the math performance of high school sophomores improved
e T between 1980 and 1990, consistent with tougher coursestaking.

student performance. For example tn Kentucky, a state that has overhauled its entire educational
system, 4th, 8th, and 12th g _graders demonsirated dramatic improvement on 1993-94 assessments”

e . ; ovianover previous vears' lests in mathematics, reading, science, and social studlex
9}4( ch‘ % f £ v,

sﬁ%&;w [ ,g

: ' o o Comprehensive school reforms in leading-cdge states are showing impressive gains in

'O the SAT, participation is way up and scores have been rising over the pant decade
Gl Participation by members of racial/ethnic minority groups increased from 18 to 31 percent

' between 1982 and ¥994. Math scores increased across all race/ethnicity groups from 1982 10 1994,
Scores increascé by 22 points for Asian American and African American students. Verbal scores
mereased for all munority groups, including afl groups of Hispanic students except Mexican
Americans. setween 1982.and 1994, ailhough they decreased slightly for white studens. {These
trend resulig.are unaffecied by recent changes made (o the SAT program.)

« Dropout rates have declined. Overall, the dropout rate for 16- to 24-year olds declined from 14
percent 1n-J 982 to 11 pereent in 1993. Dropout rates declined between 1987 and 1993 by 4
perceniage pmms ‘for witites and 5 percentage points for blacks (although drapout rates for
Hispanics remain high) (Chart 3).

« Pastsecondary enrollment and attainment have increased to record levels, Over the ;}asz
‘ decade enroliment in postsecondary institutions has grown steadily. The proportion of people
ages &5 and over who have completed four or more years of college increased from 18 percent in
1982 t0 22 percent in 1993, The propomon of minerity group members (ages 23 and over} whe
have completed four or more years of college increased from 12 percent in 1982 10 18 percent m
1993,

For those who are surprised by these facts, [ would further point out that American business and .

American werkers have regained their status as the most productive in the world. This would not have
. heen possible without a more educated workforce. Indeed, in this century, educational mmcreases in the

Yof il _ 720700 11:58 AM
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work{oree have accounted for almost one-third of the growth in the nation's wealth, We should be proud
of our nution's schools, public and private.

Naonetheless, a great deal of work lies ahead. Though we have turned the corner, many of the nation's
schools continue t ing behind some of our chief economic competitors -- this is a substantial cause for
conceen. The Department intends to be a supportive partper in helping states and communities accelerate
the pace of school reform and encourage improvement throughout the country.

Moving Toward a Performance-Driven Department

The Department has had widespread munagement weaknesses. A GAO study conducted as late as
September 1992, published in 1993 with the apt title "Long-Standing Management Problems Hamper
Reforms.” documented a historical lack of management vision: a critical need o improve basic
management systems: and a need for a culiural change from a highly centralized agency focused on the
shart-term, with poor imernal communications, Especially troublesome was the Depariment's lack of a
formal planning process and formal coordinating management structure.

David Kearns, former Deputy Scecretary of the Depantment and CEO of Xerox. recognized these
problems and began (o address them by introducing management tochnigues of continuous improvement
that were successful at Xerox. Under the direction of the current Deputy Secretary, former Gavernor
Madeleine Kunin, we are turning around our management problems. To accomplish these
improvernents, we are listening to our customers’ concers, focusing on our eritical mission through'
strategic plunning, and using our sirategic plan to transform the way we function as a department. We
are well on our way to becoming a performance-driven organization, one that 1s a leader in
implemening the Government Performance and Resubis Act {GPRA). To that end. we are using strategic
planning 1o help us streamline our programs, operations, and personnel.

Focusing on Our Critical Mission: Qur Strategic Plan
Over thc past two years, the Department's first-ever Stral(.k,lc phn has driven budget priorities, resource
and personnel allocasions. and strategies for cammg ouw refnrm m

The sirategic plan has establishied fouf ¢l car przon*ws Thz: firSI zhra:ct priorsties in the plan focus an our
programs and’ initiatives and build ipdn new législation - Goals 2000, the Improving Anerica’s Schools
Act. School-1o-Work, and Direct Loans:

1. To help states und communities cnable all elementary asad secondary students to reach
challenging state and local academic standards. .

2. To help states and communitics to create a comprehensive School-to-Work Opportunities
System in every stale,

[ )

. To ensure aceess to high-quality pestsecondary education andlife-long ieg}z}nigg,,
To accompiish these priorities requires a fourth priority:

4. To transform the Department into a customer-responsive, high-performance organization to
support the three substantive prierities.

Our strategic plan, modeled upon GPRA, has set ambitious targets f‘ or performance in each of the four
prionty arcas. They include:

» Between 1994 and 1998, the proportion of students who meet or exceed proficiency levels in

reading and math on such measures as the National Assessment of Educational Progress will
increass by 10 percentage points.

SIEG0G

hup wwosedpoy apdutes estimom ms- 225 Boud

135 AM



Pemtainpeny ol Marshaff & Soutrday 25 paud, o bp: www sdgor updutes testnnons nye 003 Jant

« By 2000 at least 430,000 youth, 50 percent of high schools and community colleges. and 30.000
empioyers will be participating in School-to-Work Oppertunity systerns, f’amczpazzm will
increase graduation rates. increase student achisvement. increase the number of students
compieung a postsecondary certificate or degree prograny, énd fncrease the number of students

. prepared for and participating in carcer Iadder jobs.

« When fully implemented, the Direct Loan program will save taxpayers more than $1 billion a .
year.

« By 1998, the Depariment will have implemented a redesigned, integrated {inancial management
system Lhat substantially reduces costs. automates functions now processed munually. enhances
reporting capabilities. and improves program delivery,

We are proud that the U.S. Department of Education is one of the {irst agencies o iniplement GPRA émd
hold iself accoumahie for resuks. -

Strengthemng the Department

The purpose of the fourth pricrity is to make the Depariment more effective in helping improve LS.

cducation. Futting this into action has required that we focus on five major areas: (1) streamlining our
programs to save taxpayers money: {2} transforming our management 1o make it more efficient and
effective; (3) cutting regulations: (4} cutting paperwork; and (5} providing increased flexibility for states,
districts. schootls, and our other customers.

Strcamiining Pregrams to Save Taxpayvers' Money

Over the past two years. we have cut. consolidated, and reshaped programs, This will bath save money
and allow us 10 be more effective. We have propased saving a total of at Jeast $16.7 billion by 2000 by
eliminating programs that d6 ndt produte results or that overlap with other federal functions, reforming

. the student loaa program, and st z‘e‘zmhnmg other existing proprams: .

. ﬁezween 1996 3hd 2600, we prcpose to save $12 billion through accelerating the Direct Loan
_program: fe, 180 percent of new loan volume by 1997-98. This phase-in of the program will enable
all sehogols; andzszz;écn‘i and- parcnz ‘borrowers to take advantage of the [hrect Loan program's
szm;zizczzy and fléxipility (Char 6,

» We have decreased the student aid default rate (Footnote: Cohort default rate: The percentage of
student aid borrowers entering repayment status in any given year who default by the end of the
following year): we have lowered it fronT a peak of 22 percent 10 15 percent, and we intend ¢
keep driving it down even further (Chart 7).

« We have increased cur student foan cailccnon efforts. principalty through the tax refund pifser
Gregz‘am -~ in 1990, defauiters returned $879 million to the federal government. in 1994, we
colfected $1.5 billion. The cost to the taxpayir of defaulisd loans has been cut in half (Chart §).

« Inour FY 19935 and 1996 budgets, we have proposed eliminating 59 education programs and
consolidating 27 others for a savings of $4.6 billion by 2000. During the coming year we will
propose ways to substantially further reduce the number of our programs.

Transforming Our Management

The Department is transforming its management siructure and persoennel practices o implement t%‘ze best
management practices of business and tndustry. Specifically:
« The Drepartment is saving 2n additional $100 million by reducing our personnel from 5131 in FY
. 1995 10 less than 4,700 FTE (about § percent) by FY 2000

Sof 1 GRG0 1138 AM
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This reduction is from a staff that had alreadv decreased to significantly less than the
7.700 emploved in 1979 by similar offices within the former Department of Health,
Education and Welfare and six other agencies.

Moreover. our Department is already efficient. We have the smallest ratio of
employees to grant volume in the government: 1 employee per $6 million. And our
admimistrative costs are ow: just 2 cents of every Department doilar.

We arc implementing streamlining plans that cut supervisory layers. reducing the ratio of
supervisors to staff by more than one-half by 1999,

Sometime in the next few months we will announce plans to substantially reduce the number of

.senior management officials and offices.

We will soon complete pilots that delegate most personnel classification and hiring authority from
the central personnel office to line managers, reducing red 1ape and laying the groundwork for
shifting these responsibilities to line managers throughout the Department by FY 1996,

All SES emplovees now have performance agreements that reflect how lhe) will contribute to
implementing the strategic plan.

We have engaged emplovees in revamping our operations through the "low-hanging apples” team,
which addresses cumbersome but easily resolved management problems that impede progress.

The team has over 100 recommended to improve efﬁmency and effectiveness, and most of them
have already been implemented.

The Department is using technology effectively to connect all employees electronically by the end
of 1995, improving communlcatlon and Helping-our staff 1o work even more efficiently.

l'\—\i\‘l‘..

b

Cuttmg Regulatmns

The U.S. Department of Education is experiencing a. rcgu]atory revolution,-as set forth in our strategic
plan. We agree that regulations got out of hand durmg, the:1980's and early 199('s, but note that many
regulations are mandated by’ statute’-- "We look forward 10. workmg with you to revise these statutes to
reduce regulatory burden. Faded with this Sittiation.:wé have Worked hard to deregulate where we can,
and we are succeeding. As part of Président Clinton's regulatory reinvention initiative. under the Vice -
President's leadership. we are well on the way 10 meeting our challenging deregulatory goals.

« We have reached out to talk with hundreds of customers ana.have reviewed every single

Department regulation. -~

+ Today we eliminated 88 of those regulations -- 399 pages in all. That's 30 percent of our total

regulations,

e ‘ L]

« We have targeted dozens of other regulations for elimination, reinverition, and simplification. in

consultation with our customers and partners. Qur action on them will be announced shortly as
part of the President's regulatory reform initiative.

Moreover, under our new "Principles for Regulating," we regulate only when essential to meet program
goals, and then as flexibly and with as little burden on states, schools, and teachers as possible.

« Some of our most significant programs, including School-to-Work and Goals 2000, have been

implemented without issuing a single regularion.

« Regulations for the-I;nmproving America's Schools Act (IASA), passed in October by the last

Congress, have been kept 1o a bare minimum beyond those mandated by Congress. Most IASA
programs have no new regulations; of 49 elementary and secondary programs. 38 will need NO

2 b
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regulations. 7 will require timited tegulatory guidance. and only 4 wall med full regulations 1o
“carry out the program, For most, instead Of?ttgu¥ nling we'te ;*?Qi’z(émﬁ vlear, g}mcizcz;? information
1o help states and districts implement the new Jaw, -

. « To protect students and the taxpayers' investment, we are %argezzm our oversight regulations and
: activities on abuses. where ruics are needed. An example of our perfonmance-based approach is
_ the area of student aid. We have Lo ensure that schools have the means to provide refunds w
- siudents who withdraw. We scrapped a burdensome proposed rule that would have required al)
7.300 colleges and universities 10 set aside 2 reserve fund 1o cover refunds, and instead require
only the handful of schools with a history of refund problems 1o provide a letter of ¢redit

Cutting Paperwork

We've listened (o our customers’ concers about paperwork burden. and made significant strides in
reducing i :

o In student aid we have eliminated duplicative forms, excessive parental signature vequirements.
and hard-copy reporis where electronic transmission would work betier for everyone, For
example, by replacing paper Student Ald Reports with an electronic system, we ¢liminated 4
million paper forms. In the Direct Loan program. we provide participating schools with
computer software, with a direct on-line connection 10 the Depariment 10 help schools g et funds to
students efficiently.

« We encourage states 1o submit a single consolidated application for all of their Elementary and
Secondary Education Act programs in the [mproving America's Schoals Act (IANA). not only
eliminating paperwork but also promoting comprehensive planning. We expect that almost all, if
not all, states will be submiiting consolidated appiicauons v

» We have reduced our reporting requirements for states :md dlSlrlClS through statutory changes,

. anticipating the President’s request {as part of his regulatlory reinvenudn initiative) that wherever
possible agencics reduce the frequency of required reports by 50 percent. In most cases, the
legistation has reduced annual reporting to reporting every-two of every three years, and the new
Title I eliminates statutory requirements for annual pc,rformam:e FePTIS and'state evaluations. The
effect of changes'like’ thc%e is to let statcs schoo and- tca\.hcrs wncmimte or program results,
491 papﬁr\y{)rk E EUCE -tf“‘{ ‘}‘a T R SYRT AT
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Cirantees told us that it was too hard and too slow to apply for education grant funds and 1o get the funds
ance they qualified. So we revamped our whole system. Specifically, we eliminated application
requirements for non-competing continuation awards, allowing the recipients of 6,000 zrants to submit
just simple annual performance reports. Moreover, we are working i cut the number of print awards
made each year, which now total almost 10,000, by staggering competitions every other vear or
consolidating several priorities under a few competitions.

Providing Increased Flexibility for Qur Customers -, . & .

Our new legislation 15 helping us change the way we do business with states, {iisiricw schools, colieges,
and families, 1o be more flexible and help energize reform at the state and local tevel, Key stroegies
include;

» Ed-Flex, a new demonstration authority for up to six states, provides an unprecedented
Opportunity 1 encourage innavation along with performance accountability. The Goals 2000
Educate America Act authorizes Ed-Flex demonsirations thiat enable officials in the BEd-Flex
states. not the federal government, to decide on waiver requests. Oregon, through g simple review
process, i the firsi state to participate. |

. « The Improving America's Schools Act (JASA) for the first time has a broad waiver authority for

most of the Department’s elementary and secondary education programs. Waiver reguests under

Taf 1l _ SR0M00 11255 AM
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TASA have nlready been subminted 1o the Secreiary. Palm Beach, Florida and the Metropolitan
District of Decatur Township. Indiana are the firsC1wo focales approved for a Tide | waiver,

« The expansion of the schooiwide option for Title [ gives all high-poventy schools the opportunity
. to blend Title L and other federal funds with state and local resources o upgrade the quality.of
teaching and leaming i entire schools and throughout the entire program. In effect, thisis a
performance-based school grant (0 the point of actual delivery of services, the school, Upwards of
30,000 schools can take advantage of this option.

» The Charter Schools program provides start-up funds to encourage parents and teachers w create
new public scheols that can bring energy and new ideas 10 public schooling.

« The School-to-Work Opportunitics Act. along with the Adminisuration’s proposals for the
reauthorization of vocational education. provide waiver authority 1o allow states and local
communitics (o integrate the reform of vocational education with broader edocation reforms and
to strengthen the connections between education and training programs.

« Administrative funds consolidation allows states and districts, under the Improving America's
Schools Act, to combine their sdministrative funds for Elementary and Secondary Education Act
programs. giving them the opportunity 10 set their own prieriiies for administration. technical -,
assistance.and evaloation and climinating the artificial barriers that have gotten in the way of
d{imimszemg programs effectively,

« In postsecondary education. under Title 1V institutions can now submit proposals 10 the
Diepartiment to participate as "experimental sites” 10 try out experimental reguiatory and
management approaches. For example, institutions can propose that the Depurtmoent waive
requirements in exchange for performance measures appropriate 1o the institution and the
objectives of the regulations in question. Many schools have expressed mtcr:’:sz in this new

oppoTtunity. e o e '«g IR
s ot zium
We are building partnerships with states, districts, and postsecondary, znsizmzmrz,s 10 provide &Ubﬁaﬁzﬁid%

flexibility in exchange for improved perforniance. In vecational and adult education.we arg proposing 1o
consolidate the more than 35 separate programs authorized under current. Jaws into only.iwe Hexible
state grarnt pmurams These proposals.retently introduced in Congress’, swould.gréatlyreduce | state . -
administrative and planning requirenents and give states flexibility” “Within br{z«:d fmmcx& orics* n. '

exchange for an emphasis on measuring andmonitoring performance. -, % v e
Direct Loans: An Example of Success

The Direct Loan program typifics our management suceess. For the first time in the Department’s
history, a loun program has received an unqualified "clean” opinion, the best rating possitle. from an
cutside auditing firm.

“. The Swdent Loan Reform Act created the Direct Loan program to begin replacing the Federal Family ™% »
Educntion Loan (FFEL) program, an unwieldy and dupl,came systemn that results in poor puf‘a”rzaz‘zez
for horrowers :and schools and wastes federal funds. [n less than 11 months, 104 schools have begun
pgg;c:zpﬁuna in the Direct Loan program. More than 1,480 schools will participate b«agzmmg i July
] .

- Contrary to accusations by special interests intent on maintaining i?ze status quo {Chart 91, the Direct
L.oan program:

o Will save 312 hillion by 2000 under the accelerated phaseqan proposed in the President's FY 1996
budget. s

. » Simplifies loan application procedures, resulting in quicker and more accurate payments 1o
students and eliminating long lines at the financial a1d office typical of the FFEL program.
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« Reduces costs and unproves accountability by eliminating the complicated structure of the FFEL
program, with its thousands of lnancial intermediaries (Chart 10).

+ Makes loan processing more efficient and provides for the {irst time the on-line. real-time
information needed to better manage und oversee the foan program.

« Maximizes competition through the use of competitively-awarded contracts to private vendors.
elimnaating the virtual monopelies certain institutions have enjoyed under the FFEL program.

The program’s customers - schools and students - have been extremely enthusiastic in theis support of
the new. more efficient program;

« The program has succeeded in satisfing the participating mstitutions: 92 percent of Direct Loan
institutions said they were either very satisfied or somewhat satisfied in a recent survey,

« One school said. "Direct Loans put the students back where they belong -« at the center of this
business.” Another stated that the Direct Loan program "is beyvond a shadow of a doubt the way a
loan program should have been designed 20 vears ago. For those of you who have concerns., so far
the Department of Education has just been super!”

o -A recent Education Daily survey of first-year schools lauded the Departoent for quickly
answering questions. addressing problems, and being receptive to suggestiens about the program.

s In their first report of a survey of community college participants in the first vear of the prograpis,
community college trustees stated that "all responses were positive o the question about the
Department's management of the program and quality of service rendered.”

The Importance of Education
and the U.S. Department of Education

The Impartancé of Education

.l P . B TR
AL w0t JRATRUNE Dt
: :
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All of our management reforms have one uRimate purpose -- to'enable us to be ziwr’a‘éffeétix}é?i?z?ﬁ?l e
improving the quality of education for America's students. High quality education provides major
benefits both for our nation as a whole and for individuals, promoting individual and social well-being.
People with more education tend to Hve happier and more productive lives than those with less

education:

ST e Bt
i M e

&

» Greater Prosperity. In 1992, average annual earnings for those with a bachelor's degree were 74
pereent higher than for those with a high school diploma, and 155 percent higher than for those
who had not graduated frem high school, Similarly, unemployment and poverty rates we lower for

. .college graduates than for high school graduates, and the rates for both groups are much lower
than for dropouts. For unemployment, the respective rates are 3 percent, 6 percent, and [ percent:
for families below the poverty level, they are 2 percent, 11 percent, and 24 percent, (Census
Bureau, Statisdicat Brief, August 1994 Bureau of Labor Statistics, 19%1; Census Bureau, Current
Population Reporis, POU-185, 1992}

» Less Welfare, Only 5 percent of college graduates have ever participated in government
assistance programs (AFDC, Supplemental Security Income, food stamps. housing assistance, or -
Medicaid). and only 10 percent of high school graduates have, compared to 24 percent of high
school dropouts. Only 1 percent of eollege graduates and only 3 percent of high school graduates
have ever participated in AFDC, compared 1o 7 percent of dropouts. {Census Bureau, Current
Popularion Repores, PT0-31, 1988y s

« Less Crime. Although only about 18 percent of the population has never finished fﬁigi’z school, this

Q246 11155 AM
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group accounts for 41 percent of state prison inmates and 47 percent of prisoners on death row.
(Census Bureau, Currenr Population Reporis. P20- 471, 1993: Census Bureau, /990 Census:
Bureau ot Justice Statistics. Profile of State Prison Inmates. 1991; Bureau of Justice Statistics,

. Cupital Punishmem, 1992)

« More Civic Participation. Fully 85 percent of college graduates and 75 percent of high school
graduates. but only 50 percent of high school dropouts. are registered to vote. In the 1992
Presidential election. 81 percent of college graduates. 38 percent of high school graduates. and 41
percent of dropouts voted. With regard to volunteering. 77 percent of college graduates. 435 percent
of high school graduates. and 22 percent of those without a high school diploma do volunieer
work. (Census Bureau. Currens Population Reports, P20-466. 1992; Independent Sector survey,
1992)

Public Support for the Department

The public understands the benefits of education and looks to the national government for leadership to
help extend those benefits to all Americans. The American public sees quality education as a Jocal
concern that needs the support of governments, businesses, community members, and parents to
succeed. Across the country, people tell us that they want the federal government to play a supportive
role by helping students afford college; providing extra help to local communities and states that are
working to improve schools, teaching, and learning; promoting family involvement in learning at home
and at school; and helping create programs that prepare high school students for productive work,

Despite well-publicized claims to the contrary, there has been no "federal takeover” of the state and local
roles and responsibilities in education. All decisions about what to teach and how to teach it, including
sensitive 1ssues like sex education, religion, evolution, and cultural diversity, are made at the state,
district. and school level to reflect what is appropriate for local students and communities. Indeed the
Department of Education Organization Act prohibits the Department from exercising any control over
curriculum or instruction. Moreover. all of our legislative initiatives have increased flexibility for states
.and school districts, not decreased it.

The strategies the Deparument is pursuing respond to the public's needs. With a strategic plan and

‘leadership willing to set ambitious performance targets, we are transforming the Depariment into a

" results-driven agency. We are cutting out the red-1ape and overregulation that-ties'government into knots'. »

and frustrates customers. We are working with states and communities-to develop partnerships that link - Semt '\”
ncreased accountability for performance with much greater flexibility. And we will work hard o .
continue to earn the public's support for improving education and carrying out our mission "to ensure .

cqual access to education and promote educational excellence."

- The Role of the U.S. Department of Education

Even though the public believes that the federal government has an important role in education and
supports the U.S. Department of Education, the future of the Department is in doubt. Various proposals
have bicen raised, insiuding:a "neutron bomb” approach that would do away with many of our staff but
leave most of the programs, scattering them haphazardly around the government, and a merger that
would envelop the Department in a large, unwieldy bureaucracy. Unless Congress plans to abandon the
130-year-old federal role in education, these programs will just end up being administered by someone
else. somewhere else.

All of these proposals amount to nothing more than moving boxes around on an organization chart,
without generating any real savings. In fact, there is a strong l{ikelihood that costs would increase, if the
history of the Department's creation, and accompanying reduction in staff, is any guide. When the
Department was formed in 1980, it comprised programs that had been staffed by 7,700 people, vet
within a few years its staff was reduced to approximately 5,000, where it has remained for the past,
decade. Merger with another Department would add bureaucratic lavers and complexity for our ™"
. customers. while spreading programs around would lead to dupllcaled overhead costs and a massive

burden on customers searching for assistance and information. The likeliest outcome of any of the
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proposed chanyes will be distocation and disruption of \.grvicm 1o states, school districts. and students,

alunfér with the loss of a central voice for education (Chant 11 f zze federal government remains

committed to providing national leadership in education, the smail and effective Department remains the
. best means of carrying out that role,

To quote Secretary Riley, "[t is clear that the future strength of our nation lies in the education of our
citizens and it how well prepared they are to meet the challenges of the 21st century. This s not the ume .
to walk away fron our children and (thelr) education.”

Thank you.
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Speeches and Testimony

Statement by
Marshall S. Smith
Acting Deputy Secretary
U.S. Department of Education

before the
%zzéa ommitiec on Postsecondary Education, Training, and Life-Long Learning
LS anm, af Representatives Committee on Education und the J'éf’arf«:ﬁ);ce
on .
The William D. Ford Direet Loan Conselidation Program
September 18, 1997

Mr. Chairman and Distinguished Members of the Committee:

Thank you for Inviting me o be here today. 1 am pleased o have the opponiunity 1o clanify for the
cormmities the problems we and our contractor, Electronic Data Systans (EDS), have expertenced in
administraiing.(he loan consohidation process of the Willium D, Ford Direet Loun Program and the
steps taken to address those problems.

I 'will not attempt to minimize these problems today. The stoties we heard in testimony this morning
arc the types of experiences that have led the Diepartment o its recent actions. O bebalf of the
wSeeretary; 1 would like 1o apologize 1o David Whelan, Angela Jamison, and others like them for the

- wunacceplable quality-of sérvice they received. We are very aware of these problems and deeply

commiited to solving them.

That is why, on Auvgust 26, 1997, we told EDS to temporanly delay the last phase of the
consalidation proeess while it toolrimmediate action to correct deficiencies in its current process.
With new controls in place and the approval of Price Waterhouse, the independent quality control
unit on this proicct, EDS began last week to phase-in production of loan funding and booking, the
final stage of loan consolidaion, We alse told EDS to temporarily stop accepting now loan
applications effective August 27, 1997 so it can eliminate the hacklog of applications that have
aceumulated since it took over this cortract last {211 -

Consohdation is the process of combining several loans into a gingle loan, Most borrowers
consolidate their loans afier they complete their education. The origination of 2 new single loan is not
affected by the problems of consolidation. The direct Joan program continues {6 run smoothly for
today's students.

We deeply regret the inconvenience the temporary deday has caused to borrowers from these actions,

< but believe that this is ultimately the best way 10 ensure quality service to all borrowers wishing to

consclidate their loans into direct student loans.

Addressing Borrowers' Concerns

hip:Hwww.ed.govioffiees/OLT Afmsmith html £2/1/99
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Borrowers are our top priority: we are committed 10 ensuring that no additional borrowers are
. harmed. To this end, we are working with EDS 1o take several important steps:

First, EDS will contact all borrowers whe bave already conselidated their loans into the direat
loan program to confirm their satisfuction with their consohdation loan and to address any
cutstanding problems they may have,

+ Second, for the borrowers whose applications are currently in the system, we have made
forbearance available upon request. While in forbearance, a borrower may choose nof to make
paymenis or to make partial payments without penalty, aithough interest continues to acerue if
138 not pard. In addition, they may be ehigible for deferment,

o Third, there are some borrowers in the system {or whom EDS is currently awsiting
information in order to complete the consolidation process. EDS is conweting all of these
borrowers again in order 1o facilitaie the processing of their applications.

o Fourth, DS wil] establish a special hotline to counsel any borrower whe anticipates that he or
shic oy default on his or her current obligations while awaiting the completion of the
conselidation reguest,

« Fifth, EDS is working collaboratively with lenders to verify information about the precise
amount that each barrower pwes on his or her loans.

« Sixth, ! DS is aontae‘{mg 88\3’% of the bermwers who has expressed interest or applied for a
direct loan CQD‘?Q%ME‘II}{}Q after August 26, 1997, but whose ap;;izz:'azzon EDS has not accepted
. due to the temporary suspension, EDS is counsel ing them sbout their allernatives to direct loan
consohidation r1rrht naw, Onc*p{:smbzlz{} for these borrowers is to continue zzmiamg payments
on their lagris umll dlrcct loai consolidation bécames available. Rorrowers also have the option
to request dz:fcrment or, forb(:'lr'mce A third option for borrowers would be to consolidate thetr

e e FFEL loa _":;“}f!”?h {ehder |

5

PRy
Let me now tur 1o how we are addrétsszzﬁg the problems of consoliduting loans at EDS.

EDS is implementing a plan it developed with the Department and Price Waterhouse 1o complete the
consalidation process {or the applications it received prior 1o August 27, The plan includes EDS
accepting new applications no later than December 1, and sconer it Price Waterhouse certifies that
EDS has met certain performance criteria.

Taday, T will describe the actions the Department 1,os taken to agilress the problems with the Joan
consolidation system. 1 will also discuss steps the Department is taking {o improve and modernize its
studen? aid pmgmms First, however, | would Jike to put these problems in perspective,

The Department’s Student Ald Responsibilities

Fach vear, the Department prompily and efficiently delivers financial aid w millions of America's
students. Despite the challenges facing the direct loan consolidation program, the student wid svstem
as a whole is stranger than i has been in years. For example:

P

. » In fiscal 1997, through our contractors, we supported the delivery of mere than $30 billion in
grants, loans, and work-study funds to 7 million of America's students, inctuding $6 billion in
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Pell Grants, 83 billion in Campus-Based aid, $9.5 billion in direct loans. $17 billion in Federal
Family Education Loans (FFEL). An additional $5 billion in consolidated foans was provided
1o 300,000 borrowers,

« With g strong charge from Congress in 1992, our initiative 1o improve the FFEL program has
helped cut the cohort default rate in half] from 22.4 percent in 1990 10 10.7 percent in 1994, the
last yeur for which ftgures are available. Collections on defaulted FFELS have more than
doubled, from §1 billion in fiscal year 1992 10 §2.2 billion in fiscal 1996

e During fiscal 1997, the Departiment's private-scctor contractor processed 9.5 nillion Free
Applications for Federal Student Aid {(FAFSAs) and we are now sending ouf next year's
FAFSAs earlier than cver before.

» The Depariraent has also launched FAFSA on the Web, a free, secure Web site that allows
students 1o submit their FAFSA over the Internel. FAFSA on the Web pathers more aceurale
data because of aulomatic prompts Lo resolve inconsistent or conflicting entries. 1t hag been
awarded the prestigious national "Lycos Top 5 Percent of the Web” award.

o The National Student Loan Data System (NSLDS) now comains information on 34 million
past and present financial aid recipients and i3 routinely used in pre-sereening applicans for
federal aid. From January 1995 through the first half of 1996, NSLDS identified more than
125,000 applicants as prior defaulters, helping to prevent as much as 3385 million in loans and
Pel} grunts 1o inchigible studems.

o 916 schools have been removed from student aid progranms over the past four years, including
693 schouls trom all student aid ;}rfzizrams and an additional 223 from federal Toan programs,
for ressans that inchude hzgh defoult rates, 2 simng rccuil{imzm requirement, and
withdrawals - e n e e

R A B ST s F TR LU iy wa e

o The Depariment clLerd the baok[og, of 2, 263 J\:l?pid 5 from over 600 &ebmis in the lust 18
months that had been determined, d0! b, jne ligibleH {or. st udent loan programs. Because

institutions remain eligible Wwhile; 011 appa,al the; bduk ag of unresolved appeals bad

,,,,,

‘ ‘subngzzai]v hindered the Depdrtmcnl § enforcemuﬂ efforts.

#

Singe iy incoption in 1994, the direct iz:}:m pr@gmm has provided a simpler, more automated, and
more acéountable system for borrowers and participating institutions. In just three vears, students:
and schools have witnossed the development of an improved level of cystomer service in financial aid
delivery,

The success of the Department's efforts is reflected by the rapid gmw‘iﬁ of the program. The number
of schools actively participating in the program has increased from 104 in the firstyear to roughly
1300 today. and their volume represents approximately one-third of the 330 billion market in new
student Joans, To give you a point of comparison: nearly nine years afier the break-up of AT&T. &t
had not yei lost one-third of the market share it had as a monopoty.

The growth 1s particularly impressive in light of the fact that the future of the prograny has been
debated continuously, dissuading some schools from joining the program. The program bas
distributed $9.5 billion in new student loans this year because of the excelient service it provides fo
students and schools,

Furthermore, competition from the direct joan program has forced FFEL lenders and servicers 1o
improve their customer service as well, As the Advisary Commitiee on Student Financind Assistance
wrole in its August 1996 report, "Competition fram the federal direet lending program since ig
inception three vears ago has improved the FFEL program signiticantly.”

hag/iwww.ed.govioffices/OLCA/msmithuhim! . 121499
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FHrec! Loan Conselidation

Nonetheless, it is true that the loan consolidation program is facing serious challenges., Ofthe
142,858 borrowers whoe bave applied to buve their loans conselidated through the dircot loan
program, EDS hias consohidaied the Joans 6f 53,711 of them. The applications of 84,078 borrowers
are still pending and 5,067 borrowers withdrew their application or failed to submit a promissory note
after repeated reminders,

Table ], Status of Consolidation Applications Received by EDS

Applicatuons Recerved 142,855
Applications in Process 84,078
Applications Withdrawn 5,067
- Completed Cousolidations 33710

As background, our first direct foan contractor, Computer Data Systems Inc. (CDSD, initinted its Joan
consolidation process in March 1985, The CIDSI process was personal computer-based and relied
heavily on manual procedures. When the contract came up for renewal, EDS, a leading private-sector
firm with an internationsl reputation for managing large computer sysloms, was avarded the
competitive contract based upon 1ts proposal for a technologieally sophisticated, chient-bused process
that would provide lower cost and g greater capacity for inercased velume,

EDIS was reguired 10 pass a rigorous systoms testing process dcveiopcd by the Department and
approved by Price Waterhouse. After all required phases.of iesztzzg were successfully completed with
approval fram Price Waterhouse, the Departmem aIZm\ ed E D$ to assume direct loan consalidation
operations on Sepiember 16, 1996, ) . -

SRR St RTINS S
Despite exiensive testing and review, EDS: caéxncmed sy 3iem:= prub]um% in part because of sonw
processes incorparaied inta the system, za miwm. the xzefxé ivr tmmu il z:ziu‘vcrtzon that created some

new, undetectediproblem, arcas. ;‘" ,, 1,1.!.- “,,gm 552,
‘.

Consolidating student loans 15 jike consohdazmg severdl montgages on a home, hundreds of times a
day. Ewvery consolidation may involve multiple parties, including the consolidaior, the borrower,
credit bureaus, guaranty agencies, and an average of three lenders. Erroneous, incomplete or late
information from any of these parties delays the consolidation. And because Joan balances are
constantly changing due to the accrual of interest and Sorrower payments, a ng: in the reporting of
fwo picces of infl nmmiii}:‘z can hecome g real obstacle 1o tmely and accurate foan consolidation.
Compounding these obslaulcs was the sheer volume of loan consolidation énr)limhms EDS
received. Based upon vur experience in the first iwa vears of the program and’ comparisGns With'
Sallie Mae, the largest private Ioan consolidator, we anticipated wutrhi) seven thousand
consolidation appheations per month, In fact, since September 1996, EDS has received roughly
twelve thousand applications per month, This volume made 1t very dlfﬁwk 10 trouble-shoot and
fine-tune the system while also processing censolidations.,

On August 26, 1997, [ZDS wemporarily delayed the final, funding and booking phase of the
consolidation process while it took immediate action fo correct deficiencies in s processes. EDS
also temporarily stopped accepting new loan consolidation applications so it could gliminate the
backlog of applications that accumulated since 1t began consolidating loans last fall. EDS continues
to process the applications it has aiready received and has already resumed the last phase of the
consolidation process for some loans.

Most borrowers with only direct loans sre not affected by the temporary suspension because their
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Joans are already included in a single paymfﬁzzz, and thus may be seen as self-consolidating.  Likewise,
borrowers with only FFEL loans could consolidate with a private lender, although the terms of
consolidation nay not be as beneficial. Borrewers who temporarily cannet apply 1o consohidate all

. their joans include those who have both direct and FFEL loans and FFEL borrowers who are utable
to secure 3 satistactory repayment plan from a FFEL lender.

The Department has faced this problem head-on. As 1 have previously cmpl{::i‘::;izﬁe.{ir we are deploving
every available resource to mitigate the effect on borrowers of the loan consolidation delayvs, We are
also taking decisive action 1o remedy the problems at EDS,

We increased our staff working on-site with EDS i Montgomery, Alabama, The tewn included
senior Department and Price Waterhouse staff and expert consultants with extensive banking
experiencc that have been added to the EDS staff. Together, we are developing and implemeniing
three plans: (1} to improve the direet Joan consolidation process immediately and complete the
pending app%z{::zzxons,, {2) to remedy crrors made in previous consolidutions, and (3) to re-engineer.the
process 1o mncrease capacity and improve timeliness and accuracy over the long-term.

First, working with the Deparunent, EDS developed and implemaented a plan, revicwed by Price
Waterhouse, to establish new procedures o improve the imeliness ond accuracy of the loan
consolidation process immediately and complete the pending applications. EDS began implementing
this plan on September 12. New procedures include:

Re-aligning staff responsibilities to addwss process bottlenecks;

inczagzgzzzgﬁ the use of the National Student Loan Data System to verify student information;
Establishing hotlines between EDS and lenders to verify loan information; !

Devoting additional staff 1o oblaining vp-to-date information to ensure, au:ame

s & »

consolidations, t ‘
. Improving the process for verifying eligibility for income- cazzimgmz rz.;;‘zvmezzz with the
Internal Revenue Service; _ RS
Upgrading the document i lmzlgmg system to reduce errors; gzzd _
Establishing standard r;purtmb pmccduru. for luidcrs 10 mdu»a burdqumc it gmyv

i \¢i.¢.t ri Tpmi, t:v-i,h‘l
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EDS is now using these new pmacduzm to consolidaie dppli(,&{l()t‘lb f:um.mlv in the system. In
addition, EOS will be required 1w commit additional resources io the project if Price Waterhouse and
the Department determine on October 6 that it has not met its weekly production targets.

EDS is alse preparing for an anticipated surge of loan consolidation applications alter EDS beging
processing new applications. EDS has assured us that the new procedures will allow them o handle
those foans in a dmely and accurate manner, in order to resuime aceepting new applications, EDS will
have 10 meet six key performance indicators:

P,

okl e

» A

H

No more than g two-week mvenwz’? of certifications {15,000 cerufications or {ewer);

100 percent accuracy rate on data entry 68 promissory notes and certi Hfications;

Incrensed accuracy rate, sceeptable to the Department and Price Waterhouse, on a siatistical
sample o6 promissory note writing;

All prablems with transuctions submitted to servicing are resalved within 72 hours;

EDS performs to the Department and Price Waterhouse-approved plan for rc%ivmg prior
errors: and

Demonsiration to the satisfaction of the Department and Price Waterhouse that its system can
track status of all applications, including exceptions: -~

.« 8

. Q‘Lco'zé by the end of the month EDS will finish 2 separate plan (o correct inaceurately consolidated
loans, EDS will undergo 100 percent validation for all loans. The plan will be rev iewed by the
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Department and Price Waterhouse hefore it is implemented. It is of the utimost importance 1o us to
rectify these errors and ensure future acouracy.,

Finally, both EDS and Price Waterhouse have submitled long-term plang 1o fully ye-enginecr the loan
consolidation process. These proposals are expected to lead to substontial improvements in the loan
consolidation system's capacity, accuracy, and timeliness. EDS will implement a re-designed process
by April 1998,

Maodernization .

Over the Iast few years, the Department has undertaken a variety of steps w modernize its student
financial assistance systems and integrate the stove pipe data systems that have developed over many
vears. While the Department has made significant strides in improving and modernizing the
management and delivery of student Hinancial assistance, we clearly have much further to go. The
Secretary and | are personally commitied 1o dramatically changing the way we do business to provide
better service and ensure that we never again face the situation we did thiy summer with loan
consolidation,

To that end. the Department is establishing a Student Fiancial Assistunee Modernization Board,

The board will advise the Secretary on a wide range of student aid management tssues. The Deputy
Secretary will chair the board, Its membership will consist of key officials from the Department,
Office z}fhfikzmg;,m senit and Budget, and National Economic Council and senior federal officials with
expertise in contracting, procurement, and information technology, and the Board will draw upon
expertise in the private sector and the higher education community. r

e

The establishment of the board is a significant step toward further improvement in the Qcpartmcm s, 3
management practices. The board will play a m:ger role in reviewing and shaping the Deparument’s
management and modernization intiatives and will make recommendations regarding c%zaz‘zges i
contracting procedures, information technology plans, organizational structure and the alignment {}f
personnel and fimctions, programnmatic and administrative simplification, and a bustiess pi&%mih

4 i, ’1 7 R
perfarmance fargets and timelines using best industry, pra tices and ngw lﬂl(?ll?lﬁ..lnﬂ 1;{.?11;(1]%;{ & ‘; ;{‘, $

O “‘»i»

?- !"‘:

We support the fondamental elements of a Performance Based Organtzation (PBO) for thf.‘(:lclmzry of .
student financial aid: a perfonmance-driven organization with greater management flexibility and
greater accountability for results. 1 will ask the Modemization Board to review immediately the
clements and sunability of 2 PBO for the delivery of student financia! assistance. A PBQO would have
a Chief Operating Officer who would report o the Secretary. It would be given greater contracting
and personmct flexibility than the Departiment currently enjoys and would be responsible for
managing the delivery of student aid against a set of performance measures.

*~Bit we all know that it is easicr to support the creation of a PBO than to create one. Many federal

agencies have considered them for vears, but not one has been created within n the federal
government 3 date. We will be looking closely at what changes in law and regulations are needed to
create o successful PBO and will be making recommendations to Congress. .

Conclasion

In conclusion, our lop prierity is minimizing the impact on students of the difficulties facing the
direct loan congolidation program. We are doing evervihing in our power 1o expedite the applications
of borrowers who have already apphied for direct loan consolidstion and 1 prevent them from
suffering from the temporary suspension of consolidations. At the same time, we arc committed 1o
changing the direct loan consolidation process to ensure that future apphicants will be better served, |
believe the course of action that we are undentaking is sensible, responsible, and will aceomplish
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these goals,

My colleague and | would be happy to answer any questions you may have.

{ Rclw’n to Testimony | FREV HHOM] 3! ED Homepage |

Lasl Updared -- September 18, 1997, (owr)

hip:/iww.ed.goviotiices/OLCA/msmith. html 1271799

REPENL. A


http://\\~'W.cd.gov/(lfficesJOLCA/msm

DRAFT DRAFY
Prepaved Testimony of
. Deputy Seoretary Frank 8. Holleman §i
. LK, Deparument of Education
Before the
Subcommittee on Oversight and Investipations
Commitice vn Eduention and the Weorlidoree
L5, House of Representatives
September 19, 2006

Mr. Chairman and Members of the Subcommittee:

Thank you for inviting me t¢ appear today, [ appreciate the apporunity 1o share ny Views on
the financial management of the U.5. Department of Education, and provide an update on our

Financial Statement audit for Fiscal Year 2000,

Secretary Riley and 1 are strong believers in the potential of the Department’s programs to

; . " improve American education, help all children reach high standards, and open the doors to

A0 "'-‘T!'.Jr":.yr

college. Qver the last year, we have reinvigorated our emphasis on strong management because

1
"o. . i

"7 we want 10 be sure that the federal investment in education is used as efficiently and effectively
as possible,

=

T

Last March, I testified before this Subcommitice that our auditor was ahle to express an opinion
on four of GuFY 1999 fqancial statements because we had strengthened our financial
documentation and data %nttgrﬁg. Moreover, we completed our work on time despite the need
to preparc five additional financial statements for our Student Financial Assistance programs and

a five-week delay in beginning the process, * | also stated my belief that this audit result
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validated cur approach to improving the Depantment’s financial management. Today, fam

pleased 1o share the significant progress that has been made in the last 6 months,

Obviously, our goal 18 o receive an ungualified audit opinion every year, but it is too early in the
audit cyele to know if our Fiscal Year 2000 statements will be clean, However, the Department
has made substantial progress in overcoming the obstacles outlined by Michael Lampley, the

Ernst and Young partner who also testsfied tast March,

As you may recall, the Subcommutice requested that Emst & Young describe those obstacles that
prevented it from delivering an ungualified opinion on all of our Fiscal Year-1999 financial

statements. [ would like to now deseribe how the Department has tackled those obstacles.

. * ’i‘hf:a.lj)e;mrtmen}gwcgn now automatically produce the Statement of Financing with its other

N

., Statements.

ANEE N e N P
3

» The Department has changed its processes to ensure that prior period adjustments are

i

recorded as such in the accounting system. The Department has now begun 10 use the
standard general ledger accotint 7400 1o record prior petiod adjustments and is reflecting

these transaction in the appropriate line in its financial statements,

¥
em lee -
#: 4 - st

» The Department continues to develop subsidiary reports that will enable it to validate that
governmental and non governmental accounts payable and accrued liabilities transactions

are properly coded for financial staternent presentation purposes.

« The Department was able to provide adequate support for approximately $800 million

. reported in the Federal Family Education Lean Program, net position batance. ED
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properly reclassified the net position balance to liabilities for loan gearantees and loan

receivables using the prior period adjustment account. These adjusiments will be

" reflected in the FY 2000 Financial Statements.

o The Depanmeni analyzed, documented, and: reconciled a $700 million difference
between certain budgetary and proprietary accounts for the Federal Family Education
Loan Program. The transactions to resolve the reconciling difference have been entered

into the accounting system, and will be reflected in the FY 2000 Financial Statements.

» The Department analyzed, documented, and reconciled a 3288 million difference
reported i unexpended appropriations. ED and the Treasury Depantment are currently
performing a post validation of the reconciliation analysis. Although immaterial, the

‘Department continues to research the oulstanding variance. Once research is complets,

' 4oak hpe e ¥
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the transaciions to record this reconciliation will be entered nto the accounting sysiem
SHEIN '

and _will be reﬂectéd, in the FY 2000 Financial Statements.
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e We are aggredsively cxamining the business processes that determine beginning balsnces
for accounts payable and related accruals, We are devising relationship analyses that

allow the Department to maintain accurate records to support an ending balance of abowt

$10 mullion each year,

Another sign of progress 18 our offort 1o implement our auditor’s internal control report
recommendations. ‘As lnspector General Lorraine Lewis noted in her prepared testimony last
December, the Department had implemented only 28 of the 11§ recommendations (Including

duplicates) made in the previous four audits. The FY 1999 audit included an additional 24
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recommendations — mostly related to prior recommendations 1o correct previously identified

weaknesses. We have now completed action on 80% of the wudit recommendations (112 of 139
actions) and have the OIG’s closure concurrence on 95 actions.  Of the remaining 27 open
recommendations, I have made their resolution a top priority. We anticipate that work on these
items wlill be completed throughout Fiscal Year 2001. These items should close as we

implement Oracle Financials, and our disaster recovery site becomes fully operational.

Our implementation of these audit recommendations have strengthened our financial

management 5 important ways.

FIRST, we have improved our reconciliation process. Prompt and accurate reconciliation helps

us detect and resolve potential errors.  Our automated reconciliation tool has permitted the

. Lot 5
1

Department to reconcile on average about 94 percent of our monthly accounting system

iy e v
I35 KA

transactions with the Trcashry'Dcpai’tfﬁcn't-."“This',f,,cédplcd with staff research, has permitted the
Department to match upward qfiQS%‘ of tl‘let t'raln:saciions for a given month.
SECOND, we can automatically generate monthly financial statements from our general ledger
\ !
trial balance. During Fiscal Year 2000 the Department provided two sets of interim statements
e e é:" . N
to Emst and Young, which allowed them to begin auditing our FY 2000 books in June — two

months ahead of the prior Fiscal Year. This is a solid indicator that we will deliver our audit on

time a second year in a row,
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. THIRD, we have strengthencd the documentation of our policics and procedures over our
~financial operations and internal controls. This documentation has been made available o our
staff and audifors via a web based application. We believe owr "Procedurgs that Work™
application is a governmment-wide best practice. Moreover, targoted training using these
procedures will continue to be delivered 1o appropriate staff.  This in turn will permit the
Depariment to better comply with statutory regolations; for example, the Credit Reform Aci
srovisions that reguire unobligated balances in the hguidating fund to be returned 1o the Treasury

Department at least once a year.

FOURTH, we are on farget with the implementation of a niew gehcral tedger system, Iam

pleased to announce that our independent verification and validation contractor, Arthur Andersen

*

. has conﬁrml our. October | milestone success. \We have also been able to begin phase two and

+ ! 1)

three activitics carlier than anticipated.. # V- s s Lo s
FIFTH, and finally, as we approach the final implementation phase of cur Grant Administration
and Payments System (GAPS), data integrity concerns voiced by the General Accounting Office

+

{GAD) in their review of our Grantback Account, and by Emst and Young our independent
guditor, can now be Rully addressed. Specifically, this system pez;mizs the erz;‘n;e;t 10 =
maintain detailed transaction history data ot the grant award level, and greatly reduces the need
to make manual accounting adjustments. This is hecause precise funds man;zgemcnz controls

direct transactions to the correct appropristion. Before GAPS, the Department had to estimate

LI e
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how the pooled award advances had been allocated across appropriations, and then reconcile

them once actual claims were made for the specific grant awards.
The Departraent’s use of grant-award level transaction history:

1. Assures full compliance with the Anti-Deficiency Act, eliminating any concern that funds

might be drawn in excess of those appropriated and apportioned for any program;
2. Improves agency ability to reconcile cash and other outlays quickly and correctly;

3. Significantly improves agency capability to report outlays to the Office of Management and

Budget and Congress on an appropriation and program level, as they require;

S 1P N LY ' ' PR LU M S ERTLE W T
L)

4. Improves our agency’s capability to-monitor recipients and provide oversight for the

-

programs delegated to us by Congress; and
5. Increases the partnership between the Department and its recipients through our efforts to

provide full assistance to recipients in resolving financial and program problems.

o

LACHE S

We ar¢ confident that all four of the recommendations made by the General- Accounting Office
in its review of the Grantback account will be implemented by November 2000. It is my
understanding that the 4 recommendations concerning our cash reporting practices have already

been closed.
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Secrctary Riley and [ recognize the importance of financiai management. Unfortunately, there is
no shortcut to establishing a sound, comprehensive financial management sysiem. We will
continue to work hard, | believe the FY 2000 audit will demonstrate our continued progress. |

1 would be happy to answer any guestions you may have.

-—
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Education was unabie 1o provide adequate supper? for sbout $800 miliion reporied in the September 30,
1999, aet postiion balance in its financial statements, and the auditors were unable to perform other audit & (. .7 Fere v og
procedures 10 satisfy themselves that this amount was correst,

Request insertion bnmediately alter paragraph:

According to Education Officials, the Department analyzed, documented, and recanciled
a 3700 mitlion difference between certain budgetary and proprictary accounts for the
Federal Family Education Loan Program. The transactions 1o resolve the reconciling
difference have been enteced into the accounting systern, and will be reflected in the FY

2000 Financial Statements.

Bage § Tastimony:

Bducatipn processed many ansactions from prior fiscal years as fiscal venr 1999 transactions and
manually adivsted 113 records in an effort to reflect the transactions in the proper peried; however, the
auditors could not Jeterming i these adiustments Tor certain costs and obiligations were cormeat.

Reqguest insertion immediately aficr paragraph: .

According to Education Officials, the Department has changed Hs processes to ensure

that prior period adjustments are recorded as such in the accounting system. The SRR

Department has now begun to use the standard general ledger account 7400 fo record
prior period adjustments and is reflecting these transaction in the appropriate line in

i3 financial statements.

Page § estimuny:

The auditors were unable to determine whether beginning balances for scconnts payable and related
AcCruals were acoaie.

Requist insertion immediately ofter paragraph:

According to Education Officials, the Department is aggressively examining the

business processes that determine beginning balances for sccounts payable und



related accruals. Wy gre devising relationship analyses that allow the Department to
maintait: accurate records to support an ending balance of sbout $10 million cach

year.

Page 8 — 6 Testimony!

in addition, the auditors did not issue an opinion {referred o as 2 disclaimer of an opiniont on the
Depariment’s Statemert of Financing. The Statement of Finanging provides 4 caconciliation or
“wranslation” from the budget 1o the financial statements, The staterment is injended o help those who work
with the budget 10 understand the financinl statements and the cost information they provide,  The auditors
stated That the reason for thix dischimer was that the Department did oot perform adequate reconeibiations
and present support for arounts on the Statement of Financing in a Graely manser,

Reguest lnsertion immediately after paragraph:
According to Education Officials, the Depaniment now automatically produces the

Statement of Financing with ils other statements.

Testimony Page 8:

i response to the avditors’ findings, Education officials told us thes they bave developed an
implementation plan for the replacesnent of the general ledger system. The officials further stated that
fducation had purchased s new general ledger sysiem and eompleted all the placned correstive agtons in

.+ Jesponse to the auditors’ recommendations retated to linansial reporting weaknesses. However, this now,

general Jedger system will not be fully implemented for fiscal vear 2000, and Education will dontinug 0
work around the syster {...]Jto produce consolidated financial statements, Education officials said that the
Department plans 2o fally implement the n2w general fedier system by August 2001 and to eliminate the
current peseral ledger system by January 2002, To facilitate the fiscal year 2000 consolidared audit,
Education prepared interim financial statements as of June 30, 2000,

Request insgliion
Education will continue to work around the system [by interfacing a software application

with its clizent generakledger]to produce consolidated financial statements.

Festimony Page ki

1992, Any unobligatesd balances i tls eccount a1 fiscal yeor end are unavaiinble for obligations in
subsequent fiscal vears and must be wansfeered to the general fund. Funther, Education did ot sefficiently
analyze the balances reflested on the financial statemeats o ensure that the FFELP balances agreed with
relevant balanzes in the Department’s budgetary aecopnts, The auditors stated that this situation resolted in
an unexplained difference of about $700 mitlion between the FFELP Fund Balance with Treasury sccount
and related budgetary accoumnts as of September 30, 1999, By not properly sccounting for and analyzing its



FFELF ransactions a8 required by the Federal Credit Refonn Aot of 1990, Education could not be assured
that its financial or budgeiory reports WOre acourale,

Requuest insertion below paraprapghe

According }{3 Education Officials, the Department analyzed, documented, and reconciled
a $700 mitlion difference between certain budgetary and proprietary accounts for the
Federal Family Education Lean Program. The transe;ctions {0 resolve the reconciling
difference have been entered into the accounting system, and wall be }eﬂecteé in the FY

2000 Financial Statements,

Education returned the $2.7 billion to the Treasury in February 2000, The Department
slso established policies and procedures to ensure compliance with the Credit Reform

Act, .
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UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF SPECIAL EDUCATION AND REHABILITATIVE SERVICES

The Hanorable Alexis Herman
Chairwoman, Presidential Task Force on
Emplayment of Adults with Disabilities

The Honorable Tony Coelho

Vice-Chair, Presidential Task Force on
Employment of Adufts with Disabilities

200 Constitution Avenug, NW,, Room $-2312

Washington, £1.C. 20210

- Dear Cimrwoman Herman & Viee-Chair Coelho

Under cover of this memorandum, we transmit the 1999 report to the President from the

Committee on Access to Employment and Lifelong Leaming Subcommittes on Expanding

Employment Opporunities for Young People with-Disabilities, We understand that this report
. will be made available concurrent with pl.bhz:azzon of the full Task Force report in I}acember

The report contains a summary of current arzii p!anned activities and was drafted with the
assistance of Subcommitiee members. It addresscs school-to-work transition and other strategies

designed to improve young people’s op;crtum:zcs for success in the workfarce,

We approve this report as written and submit it 1o you for publication and public use.

Sincerely,
“‘. ¥ “ . '{; /l

Cm‘f&b i ﬂ"‘n;-j\..}*‘ ’ o {Mﬁ’r’?ffzﬁ%ﬁ{%ﬁw
Curtis Richards, Deputy Assistant Secrgtary .- Sue Swenson, Commissioner
Gffice of Special Education and , Administration eh Developmental
Rehabilitation Serviees ' Disabilities, US Department of

Health and Human Services
. BOD €N§€i’?ﬁ$ENCE AVE. SO WABHINGTON. DT, 200020500
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Mission and Goals

The Sibcommiitce on Expanding Employment

Opporiunitics for Young Feapde with Disabiities,
co-chnired by Sue Swoenson, Commissioner of the
Administsation on Developmental Disabilivies, and
Curtis Richards, Deputy Assistans Secretacy of the

Office of $pecial Education and Rehabilitative Ser-
vigey, established the following mission and poals.

The cluwrge of the Subcommities 5 1w

i, Revicw and analyze current datn on the status
of vouny people, with and without disabilities,
transitioning from adelescence o adulthood
and the waorld of work.

2. Hlenify and promote effective practices that
assist young people with disabitities in successful-
by rransitioning from adolescence to employmens.

T

Review ared analyze cursent legishadve authorities
and greoprams that affeds young people with dis
ubsilitiey, and make recommendations for the
alignmuent or impraverent of Federal progmns
that ensure successhul transition of young people
with disabilities to employment,

The goals of the Subcommitge are Lo

i, Identify and climinste Federsl policies thar are
harriers 10 employment for young people with
disabdiitics.

Muke recommmendutions that promote effeciive
Federal policies and eliminate policies which are
harriers to employment.

3: Drevelop an action plan that keads to 4 coordinat-
ezl wrxd spgressive pational strategy 1o ensure that
young prople with disabilities enter the work-
furce at Ci}m;mm bie rares and pace as their nop-
disabled prers,

Pl

4. Develop recommendations for influencing $tae
ang loeal policy and practice for young peoapic
with disabilities and chronic health conditions in
achicving employment.

Subvommittve on Exoding Bwployment Oppuriundiies for Young PFeople with Disabifities

Background

Overview

¥ ity first report to President Clinton and Vige Presi-
dent Gore, the Task Force recognized the impos
wance of focusing auention on the issues ficing
voung peante with disabilities, Gae of the recom-
mendations in Re-charting the Course The First
Raeport uof the Presidential Task Force un
Empboyment of Adulls with isabilities suies:

The Administrztion should work with Siaies,
conurunities, schools and sthers 1o assist young
people with disabilides with the wuls they need
10 belivve in themselves and 0 pursue posinve .
futures, 10 avnid teen progaancy, substance sbuse
and uther risk behaviors, o finish high schaol
and ge on to college ar wark; to take full advan-
tage of schoolto-work and community and
nationad service opportunities; 1o expericnce,
fgarn from, and build on carly life successes; and
1 ssmame positive conltrol sad rexponsibility for
thols individual Hves and fotures,

§

Y v

With thus recommendation, the 'fask Foree called

for an end 1 the expectation gt vor another gea

crarion of young people with disabilitics would - i

stay out of the warkforce and became dcpér{{}émx' GET UL L
on public assistance programs. Thercfore, the lead-

ership of the Task Force created the Subcommitioe

on Expanding Employment Opporiusiitics for

Young Feople with Digabilities a3 2 subcomaiitice

af the Commidee on ACcess 10 Employment and

Lifvlong Learning.

I

Definition éf Terms

At the Bubcommittee's firgt megting, Ywe breadth of
issnes 10 be considered secmaed daunting. Hefore
shapdng & specific charge, members of the Subcom:
mitiee believed i aecessary 1o begin by defining the
key teems that would guide its wark: Whe is the ar-
gt sudionee? What is meant by tmnsition and
employment? The following common definitions
were developed:
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Young People: The focus of the Subcommit-
1ee's work will be on young people between 14
and 25 years old. However, it is important to
remember that young people begin thinking
about work at much earlier ages. It is not

- uncommon for elementary and middle-school
students to emulate adult role models and aspire
to their professions. The Subcommitiee believes
that its work will occasionally address issues
related to people younger than high school age.

Transition: For the work of the Subcommittee,
transition is defined as the movement of young
people with disabilities into employment, Activi-
ties promoting this movement must be based on
an individual's self-determined preferences and
interests, These activities should include, but not
be limited to, lifelong learning, community expe-
riences, and the development of i career path,
health and wellness, and other post-school and
adult living objectives. "To accomplish this, it

may be necessary 10 consider supports, related
services, ind other issues including: evaluation,
planning; reasenable accommaodations; access to
adequate health care and insurance coverage;
income supports; vocational training and rchabili-
tation; service learning; school, work-, and com-
munity-based experiences (paid and unpald) and
assistive technology.

1

Employment: For the work of the Subcommit-
e, emplovment is defined as regular engage-
ment in skilled activities for payment,

Policy Issues

The Americans with Disabilitics Act of 1990 (ADA)
identifies equality of opportum{v full participation,
independent living and economic self- -sufficiency as
key goals for persons with disabilities, Similarly, the
lndividuals with Disabilities Education Act (IDEA)
aims to “stimufate the improvement of the vocation-
al and tife skills of students with disabilities to
enable them to be better pi‘cparcd for transition to
adult life and services” The reauthorization of the
Rehahilitation Act in 1998 echoed these goals by
incorporating 1DEA’s definition of transition servic-
es and increasing the focus on vocational rehabilita-

tion services in the transition process for young
people with disabilities.

Research focusing on progress toward these goals
has revealed both troubling and encouraging indica-
tors relating to transition from adolescence 1o adult-
hood and the world of work. Data generated
through research, especially longitudinal research,
illustrate both areas of progress and need. ‘The Sub-
committee reviewed a series of research and policy
studies and conducted a series of “listening sessions”
with stakeholders.

First, the Subcommittee examined the deaft results
of a review conducted in 1996 by the White House
Domestic Pelicy Council on transition policy, titled
School-to-Work Transition: Disability Policy Review
The Subcommittee wlso reviewed data from the
Department of Education/Office of Special Educa-
tion Programs’ 1993 National Longitudinal Transi-
Hon Study, data analyses of beneficiarics from the
Social Security Administration, and the Depaurtiment
of Education’'s participition rates of students with
disabilities in postsecondary cducation.

The Subcommittee sponsored and participated in a
series of "listening sessions” to solicit input from
young people with disabilities, their families, educa-
tors, service providers and others about-barriers
faced by young people with disabilitics"transition-
ing from adolescence to adulthood and work:
These included a Town Hall mceting in Los Angeles
sponsored by the Task Force, a roundtable discus
sion hosted by the National Council on Disability, a
Youth Policy Forum sponsored by the Social Securi-
ty Administration and the National Institute on Dis-
ability and Rehabilitation Research, a luncheon dis-
cussion at the National Council on Disability’s
Youth Leadership Forum, and a meeting of the
Healthy and Ready to Work Federal Interagency
Work Group, During the course of its work, the
Subcommittee plans to continue its participation in
these types of “listening sessions™ to ensure that a
broad base of input is incorporated into 1he work
of the Task Force.

From these activities, several patterns emerge which
should be considered for future policy develop-
ment. First, the population of young people with

Presidential Task Force on Employment of Adults with Disabilities Commitice Repuorts


http:Feder.tl

disabilitics is growing and becoming more diverss,
For example, according (o the Cansus Bureau, there
are 25.1 milioa Americans between the ages of 15
21 vears of age, 12,1 perceat of who have 3 disabitic
ty or chronic health condition, Among 9% atiltion
people between the age of 24-14, atmost 15 percent
hzve a disability

Muore importanty, this popuiation is growing much
mere divesse, with significant rises expecied in the
numbers of Aftican, Navve, Astan and Hispanic
Americans with disabilities. According to data from
the Survey of Income and Program Partcipation
{3993y, an ongoing, nationally representative panel
survey of the economic status of the non-institution
sHized, civilian population Wving in the U8 1he over
alt mate of disabillty s highest for Native Americans
{2155}, foliowed closcly by Afriean Americans
(00063, whites (19.79%), Hispasics (15.3%nand
Aszans and Pacific islanders (9.9%),

For womesn with disubilities, the shuatdon is worse.
Of the 1ol population of adults with disabilities,

| men are fwice as Hkely to be aoploved, are more

fkely-to work full-time, and, o average, reocive bighe
er wages, The barriees faced by all watnen in the
workplace are compounded for women, of 3l ages,

. with disubilitics. The "double discristination™ of being

A wornan with A disability is evidens i all aspecis of
employment, including the employmenercined pro-
grams provided o individoals with disabilities.

Second, sceess io health care, insunnce coverige,
andg income SUpperts present barti ers Lo employ-
miem for young people with disabilitics. While rapid
advances in medical seience have enabled over 90
percent of children boen with special needs o
reach whulthood, youth with specie] health care | -
needs are much fess Hkely than theid non<disabled
preers 1o fnish high school, pursuee postsecondary
education, get jobs, or ve independemdy. Few coor
dinated services have boen avallable 1o assist them
in their developmentat tansitons from school 10
work, home (o ndependent Bving and pediurice
brased care 10 adudebused care,

Current Supipiemental Sucurity Incone (380 and
Medicaid benefis systems aiso create barniers o
employment, Nearly 600,000 voung people

Subcormiities on Expanding Empayment Opfortatiites for Young Peopiv with Disabilttios

Butwern the ages of 18 and 25 currently rogeive 531
benefits. OF those, only 10 percgiyt 1€pont some
form of work activity, Each vour, 16,000 18vearolds
and 56,000 individuals berween 19 and 23 vears of
age are approved for 881 benefits, In addition, dan
from the ULS. Census Bureau indicate that simost 80
percent of individuals ages 22-44 who do sut bave
disabsilices have privaie nsumnce covemge, thiee
pereent have poblic insurance und 17 porcunt are
uninsured. Ty contrast, in the same age group,
among individuals with disabilitics almaost 58 per
cent have private coverage, 22 percent bave public
insurance and almost 20 percent are uninaured,

Data indicaics that many youny people with gisalyili-
ties are dependent on Federal income support andg
public health insumnce benefus, Promoting greater
selfsufficiency among beneficiaries cannot be
schieved withowt climinsting work disincentives.
The possibility of losing health insurance and wther
crucit benefits discourages many from secking
work. Further, for those wha are employed, oppor-
runities o increase wages andd carnings may be
avaided for fear of Josing these besefits. Ay the svs
wm mrr&aziy exists, muny potemtinl workers reamiin
unemploved and depeadent, 5oy hecause of laziness
or indifference, but beeause working is simply not ™
in their hest econonic or medical nteresis,

Fy Ty, Lt

Third, technology is teansforming ppportunities or ¢

young people with disabilitics. Assistive wwehnoio
gy, distance learning, and the Bueraet ars wmmong
the technolagical innovations tha are sigaificanmly
transfarming the workplace and lifelang kearping
opportunitics for vourg peopie with disabititees,
and will continue (¢ do 50 at 3 rapid rate into the
next ceatury,

Fourth, education, voeational cehabilitation, i
workforce development efforts are sigritling the
teansforenation of programs designed 10 serve peo-
ple with disabilitics. Nowhere is this trend more
aoticeabie than in policies dealing with young peo-
ple with disabilities. {n the education arena, for
exampie, the trend 8 woward increasing oxpecta
tions and acadernic skifls, and inchiding young peo-
ple with disabilities in all aspedts of general educa:
tion reform, 38 reflected by the Individuals with
Disabifitics Education Act Amendmoms of 1997,

.
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Goals 2000, uproving America Schools Act, and the
Schoubta-Waork Upporfunitics ACL

Anesher exampic of the geacnd systems ceform
trend is dessonstrated by the Workforee Invesimont
Act of 1998 (WIA). Thie WIA brings a new cmphusis
on bow youth are served within the workforce
development system, WIA's major services for young
people inclade: (1) the estiblishment of ocal youth
countcis;, (23 comprehiensive services based on indi-

-vidustized assessment (3) youth connections and

secess 1 the OneSuop Corcer Conter sysom; and (4]
pesformuinee sccouniabifity. The Deparyment of
Labor's publication, The Workforce fnvestment Act of
FOU8: A Vision for Youth, specifically mentions
youny people with disabilities as a specific tanet
population wnder WIA. Federad policy efforts must
ensure that voung peouple with disabilities are includ
«d i The apportunitics that WIA presents,

in addidon, as 1 part of WIA, the Rehabilimion At
was amendded with increased attention Boused on
transition. by addition 1o adding a definiton for tan-
sition services, WIA mandazes that Siae woational
rehabilisation plans include coordinadon. with.
responsible Staie education officias to facilitat: the
transition of youth with disabilities fromy edacition
1 vocational rehabilitation services! . State plans
must include interagency. agreéments that provide
information abowt technical assistance for édacation
agencies, personned training, agency financial
respomibiiities, outreach, and student idemification
pedicies and priedures.

Fifeh, there is a remendous need 10 improve plane
ning and delivery of transition services. While some
indivicuals with disabilities appear to have better
wansition cwcomaes, others do not, Agcerding to o
the Departiment of Bducation, 20 percent of young
aduits with disabilities do not graduate {from high
schiond, compared 16 9 pereent of young aduks with
ng disabilitics, Approximately 23 porcent of young
people withous disnbilities have graduared from cob
lege, 25 comparsd 10 less than 18 percent of young
people with disabiliies and only 6 pergent of voung
peaple with sigoificant disabilities, Youth and young
adulis with severe emotional disturbances, for exame
ple, experience particularly poar outcomes.

The HXEA Amendments of 1997 further strengthe
ened wrasition progeans, For example, the T
eraphasizes the aced for (ransition planaing (o
begin earlier (a1 age 143 and mandates that young
peonte know their righis and exercise scifdecrmb
nation and choice in pragram selection and design,
This is ¢ritical as findings from the Office of Special
Educaiion Programs® montoring of Siate educational
svstems show i frequent Bick of tansition phning
in the Individualized Bducation Program (1EP}
process. As 2 result, teo many voung people never
receive the counseling, carcer education, vocational
wraining, sssistance in obtaining adult health care,
and adeguate insurance gnd other services they
need (o make suocessiud ansitions from school 1o
work, o schouhbtocoliegedowork,

We also know that as the kevel of oducation rises, so
docs kibor foree participation, and these zues
increase much more sharply for people witly disabil
ities tharn those withowt disabilities. For example,
among people 2564 yaurs of age who have a dis-
abitity, only 16 percent of those with fess than 12
years of cducation are working or lotking for work,
The me rises (0 27 3 poroent for thowe who come
plete 12 yeurs of schood, inCreases again 1o 409 por

cent for those with 13 10 15 years of education, and

reaches 50.6 poreend for people wicth 16 o more
years of education. Increasing academic skill expec
tations and expanding tifelong lexarning opportuni
ties are critical aspects of future success for young
peopie with digibilitics,

. The sansition needs of young peopic with disabili

oy

ties reguiye appropriate services according o i
vidnatized aeeds. However, dam show that con
sumer-criven services are elusive:

o Oaly a third of voung people with disabilities

whity need job training actuaily receive such
Lraining,

+  Oniy a fourth of young people who need life
skills femining, Tatoring, iterpreting of personal
counscling receive these services,

Contacis with vooationa! rehabilitation agengies,
pastsecondary Instintions, job phwement nire-
grams, cmpioyers, social service and monal
health agencies are substastinlly fess froquent for
students with serious emotional disturiances.

PeesitienBal Task Foree on Bmployment of Adults with Disabilities Commister Reports
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«  Within three o five years afier exitng schoot Department of Education
muore than badf of all voung peonie with emeo- .

tional distusbances are arrested at least once, Office of Special Education and

Rebabilitative Services {OSERS ) and

e absence of needed services and the bleak ot National School-to-Work Gffice:
comes of‘mm? }’?“”3 people underscore ‘h‘? heed ~  Transition Technical Assistance. The National
for effective policies and programs, How to improve Trnsition Alliance (NTA) has identificd promis

service delivery for sfl young people with disabilites

! ing programs and practices from across the
is therodore o fundamental policy question,

country which promote the transition of youth
with disabifitics towards desired posiachool out-
comes. The NTA provides wehnica! issistancr 10
Schoobo-Work Swite grantees and dissemimaies
information rogarding rransidon and schooke
work issees natonwide.

Stadents with Gisabilities want berrer educanion and
Liniag opporiunities to help them propare for
employment and independent bving, To keep pece
with the ever inereasing technicad skifls recuired by
the job murket, more individuals with disabifities are
tuking wvasttage of postsecondary educanon than Office of Special Education
ever bolore: In 1978, the percentage of falitime col- Programs (QSEP):

fepe freshunian reporting dbabilities was 2.6 purcent;
iy 1991, this Gpuee more than tripkad ©0 B8 percent,
S, chore is much room for improvement.

v Model Demonstration. Since 1985, QSEP has
funded nver 300 secondary educaton mode)
demonstration and outreach prajects thay

Studying progress and pitfalls helps us better under- develop, implement, evaluate, and disserunate
stand the complexities of tansidon for young pro-, .| - Dew orimproved approaches for serving the

ple with disabilities. By Iearning fram these, educat- . 5, beeds of students in high schools, and emphse
c¢d choices may be made to IMprove Wansion e 1oy 52 schivolbased kearning activities that are
service delivery and o assist all young people in'- - --- -+ linked (0 occopational skills standards and chalb
atraining the national goals. The needs of yourngn s sy ‘]‘3“&;"“8 academic standards.

poople with dbabnfities transitioning from adoles s e v b

.!:,eif i)e!ammml:rm Another of C)"ELP’» sustained

EEEL S

- gonh, acetunability and access. rnmz b{: addressed 10 e 1o ::_{fg)ns is #n the aren of sdf-ch.u.mmn.u:un This

promate positive imnsition oulcomes, and the Fedel .o, effort has demonstrated tha, with appropria

el governntent's leadership eole must be asserted guidance, students are cledrly capable of pantich
1o ensure that all means all puting in plassng and decision-mabing regard-

ing thoir fotures, Selfdetermination & the it

i post high school acaderic snd employmens out- mate gost of ¢ducation,
comes are o improve, effective transition straregics ]
and activities must occur for alf young people with  © Sstems Change. In 1991, OSEF mitiated a spe-

cial gravis program, specifically intended 10
make availabis cactine, fu SYEAr grants 1w islic
vidual States for the purpose of establishing
Pesponsive State systems that address the sehool
mrwork iransition needs of yoang people with
theabulities, These grants dre intended 1w assist
States in developing offecilve strategics snd pro-
cedares for ynplenienting noew reguirements for
transition services included in the INEA Amend
meras of 1997, To dite, cach State has received 2
five-year systems change grant,

disadsifities, Only then will the goals of ¢qual oppor-
tunity, full participation, independent living, ade-
guate health care and insurance coverage and eco-
somnic selfsufficiency becone g reality,

Current Activities

The Subcomenittee’s initial task was o share infor
mation among the participating agencies in order 1o
idenify innovative programs and praciices, possibie
duplication, and gaps. Ths {ollowing briefly summa-
riges Curren agency activities:

Subeomiitice on Exparnding Erploysent Opporiunitics for Young Foolile wih Lisabifities .
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~ information Dissemination. OSEP fnds the
HEATH Resource Conter, the aationa clearing
house ve postsecondary education for individu
als with disab#lities, to assist Iy the wansiion
from schoal 10 college.

Rebabilitation Services

Administration (RSA):

o Systewns Change Building on lessons kearned
from the QSEP Transition Systems Change pros
ects, RSA recently funded Stace Systems Change
projects focusing on improved employment out-
comes for individuals with disabilitics, These
projeats address the systemic barriers thal pee
sons with dissbsifines face when secking employ-
ment, particularly thase who participate in
Social Seourity programs, Most of these six pro
eets include emphases on youth and young
adults with disablities,

s Speciat Progeets. A mambier of BSAS special prob
ects tarpes youth aad young aduhis with disabil
ties. For example, Project RIBE in Spring Lake
Park, Minnesots has developed a transition anr}

supparted t:mplovmt:m mudel progeam for trans °

sivioning \tudcnls Il‘lat addresses their c:m;]ioy
ment and mdcpmdcnt living needs. The modc!
cmpshasizes (.{)()i‘dtnill 1}01‘1 among bu:-.{nf.:‘-.sce_in'd
Suuze il !m:.!l dg.,LI"lCiLN llm ])I‘U\'ld(. lmnqpon{ai i
i, mmtal heatths wmms‘ and cmploymcnt "
serviges for students with disabilitics. Partners
for Yoo With Dhisabiiitios, Ine, of Boston, Massa-
chuseits igs an entreprencurshisp progmm for
vouth winth disabilizies using a multidiered
approach of clussroom nstruction, memorship,
and business community development in order
10 assist youth with disabilities in tunsition,

o Attention o Diverve Nowds, RSA hus provided

stppern for porsens fror diverse mcial and eth-
ni¢ groups, as demansirated by implemeniation
of the indiin Ermplovmeent, Training and Related
Services Derponstration Act of 1992, This was
one of two major programs designed 16 address
the high rates of unemployment for American
Indiany with disahilities, The initial program
demmenstrated how Indian tribal goveraments
conld integrate the employment, tr:unmg and
©redated sesvices they provide in order 10 improve

24
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- wiNational Institute on Disability and

the effectiveness of those services, reduce job-
fessness in Indian comimunitics and serve ibally
derermined goals consivient with the policy of
seiideterminadon. More recently, the "Section
121 projecwy” Gormally known as8 Section 130
under the Rehabilismton Aoy of 1973 a3 amend-
oy have sought o reduce the continuing high
mes of unemplovment on reservalions. Daia
fresrs 1996 shows thar BSA fundded 32 projecs.
In 1999 REA expeied to provide 28 additionad
prant awards, which may include successid con-
Bnuing, a8 well 45 new projegis,

R$A also supports Capacity Building for Tradition-
ally Underserved Populations, another program
to improve services provided under the Rehabiti-
gatitrt ACt, This progeam rargets services provid-
ed o individhuals from culturally diverse back-
grounds, and provides outresch and technical
assistance (o Indian wibes and other eothies
working with culiuslly diverse groups w
enhmnce thuir Capacity #nd promote their partick
o patiorem activities fundad wader sthe Rehabilit

* o stionact The 12 recent swards provided grans
Set=tnig Sue and public or privaie nounprofit ageacies

- atd orgasizations, including Indian tribex and

a 1*3‘«*2321;(0:%&122;* bladl br Hispaaie institutions of high-
e thile
HIE

‘e education s(:mng, 1m‘lztz<}mﬁ3 undcmanmd
weacialand etlic’ g g,mups

Rebabiltitation Research (NIDRR):

+ Rehabilitaiion Kesearch and Training. NHIRR
supports ltchab:luauon Research and Training
Centers (RETCY that directly and indirectly ben-
efft transtiioning young people with disabilivies,
Somc of these focus on mental illness, support-
et employment, commuriil fiving, and .?énpia}'aAN
bility, The BRTC w1 the Uaieersivy of Hawaii, the
Nagonal Ceater for the Study of Posisecondary
Foucational Supporns, focuses specifically on
postsecondary sdocatonal supports for students
with disabilities.

Office of Postsecondary Education {OPE):

v Lemonstration Projects, OSERS and OPE have
provided important techaical assistance to shape
the new "Demonstration Prejects ta Ensure St

Presidentizl Task Force on Employment of Adults with Disabilities Commirtee Repores
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dents with Disabilities Receive a Quafity Higher
Education” This $5 million program focuses on
the development of education modets for sty
dents with disabilities, and at least two awirds
will target the necds of students with learming
disabilities specifically. Activities Include devel-
oping innevaiive waching strategios (ncluding
distance learning and assistive technology), syn-
thesizing rescarch, professional development and
training, cvaluation, and dissenination, The overs
all purpose of these demonstrations is to
mcrease postsccundary facully penreness and
preparedness 30 that sudous with disahitivies
regeive the accommuodidons and Suppors neces
sary for guality educational expericnoes.

s Afention i Diverse Needs, The popudstion of
voung people with dizabilities & growing muweh
more diverse. While significant rises wre expect
ed in the number of Asian and Hispanic Amerd-
cans with disabilities, increased sttention will
alse need 16 be given 0 the needs of Afvicen
American and American Indian youth with dis
abilitics. High school counseloss, reachers, othes
staftf and community membaers mast be prepared
to provide culiuraliy appropriswe guidance
these studeitis, as they provide guidance aad -
access 16 resonrces that will faciiitate, sgzcee;;éﬁilm ’
transition 10 postsccondary education ?’(}i“;glil, L‘ .
voung people, Support has historically been pro-
vided to students from diverse coliural groups,
stutdents with disabilities, and disadvantaged st
dems through specil programs designed o ben-
¢AI underserved populations. Recent Federal leg-
islation provides additional sssistance through
the Higher Education Amendments of 1998
CHEAY. The intent of HEA IS w improve outreich
1o studens and strengthen tinkages to employ-
ment and secomdary cducation programs, HEA
also continoes 1o mprove cducational opportu-
nities through the TRIO Progems (Educational
Onpurtunitios or Lowlncomse and Disabled
Americansy nad the Pand & the Improvement
of Postsecondary Bducation (IPFSE) programs.
The FIPSE and TRIO programs (ncluding
Uprwned Bound and Talont Search) have
imgrroved educstional opporiunities for all ste
dents, inchuding oppoctusites dha focused
specifically on studers with disabditnes, HEA

Subcompnritee on Expanding Emplopment Ofiportunitios for Young Fropie with Disabilities

a

builds on these successes and also includes the
Gesr Up Prograr, designed 10 inCrease varly
avegreness and encourage ali students 1o aspire
owirds poswserondany education.

Department of Labor

« Youth Qpporienily Grants. The Employmen
and Training Administration (ETAY will sward
competitive grants under the Youth Opportuni
vy iftitigtive in January 2000, The Workioree
Ivestnent Act specifies that Youth Oppociunity
grants are 10 be used 1o increase the Jong-term
employment of youth who live in empower
menl 26aes, enterprise communities, and high-
poverty aceas. These projecis will develop high.
guality programs that belp individua! youth find
better iobs and incregse their educational anzin.
meat, and achicve communion-wide incresses in
youlh employment rates and educatiomal atain-
ment. Young people with disuhilities are inglud
ed in the targer population 1o be served by
thuse grants, -

CEORTY,

v
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+  youth and }aung zéuif& wztb c mbzizizm
Department of Health sad Human § Services

Maternal and Child Health Burcau
(MCHB) of the Health Resources and
Services Administration (HRSA);

»  Healthy and Ready ta Warke (HRTW). 'Fhe
HRTW initiative (1) focuses an youny prople
with special health needs and the wansicon to
aduithood and (2) promotes wellness and
wnproved xccess (o appropriate heatth care. This
inchides moving from the pediatric to adult -
health care system and reducing health orisis
episedes so vouth Gan optimize thedr transition
from secondary 1@ past-secandary education,
employment, and selfsufficiency. Through
HRSA's Special Projess of Regional and National
Significence funding mochanism, MCHE has
implemented aine demonsration projects

25
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addressing transitdon for young people with spe.
cial heaith care necds and funded 2 national <eae
ter 10 provide wechnical assistance © the proiecs
amd 1o State programs, and 10 promoic iniera
yoacy parinerships on the Fedaral fowel

The projects are reporting outcome information
in categorics curresponding to six natiool MOHB
perdformance measures Bt assess the health and
weil-being of chitdren with special bealeh aceds,
mchading Bsues such as emplowment $1atus,
aecess 16 2 medical “home” (oot 2 place, but a sve
tem of services that is comemupdtybased, culturad
by campetent, comprehensive and continnous)
and a souree of health msumnce.

Administration on Develapmrental
Disabilities (ADD):

Ld

*

Data Collection. ADD fands three ongoing data
centers, one of which provides coraparative
cdata by Stare on costs and ouicomes associated
with the employment of people with develop.
memtal disahilitics,

Employment and Temporary Assistance to

Needy Familivs. ADD funded a threeyear techni- .

cal assistance Project (0 IMPrave 4Ccess 1o
emplovaient under TANF for peopde with devel-
epmenta disabilivies.

Seif-Determination, A threc-year nationwide
project 1o improve seif dewermination for pee
sons with developmenal disabitities has been
funded by ADILL

Family Support. ADD funded 22 Staies {over 34
mitlion} to establish Family Suppornt Systems

- Change profects to develop 2 comprehensive sys-

tem of family suppornt services. The projects
focus on belping children schveve mdupend
ence, productivity, inchusion, and imegraton by
ensuring that fimilies are supporied in raising
their children with disahilities 2t home,

Social Security Administration

n 1999, 584 announced 8 noew, three year pilot prop
e kiown as thig "Youth Continuing Disabibry
Review Inidative] in which the panicular nevds of

25

250 young peoplke Gged 15 16 173 per your will iw
exammned soon afier thelr supplemenial seoutin

Income (3813 disability revicw process is compioied,
Afrer conducting enhanced assessmients, 1he partic

panis will b reforred to the Siate Vocational Red-

bilitation agendies, the Department of Labor employ

merd programs Gn particolr the schoolsowork

syatey, Departenent of Health and Human Services

programs, and othier sgencies for services and suge
ventions, 45 approprine, From (his three vear pilg

project, 88A will examine the mpact of an carly and

mare prouaciive appraach on the sucoessiul tany-
tion af young people from school, and the 88§ rolls,

to work, 384 expocts this initative o) inform voung

people and thelr fumihes abour work incentives and

wotk, motivate and assist them in tramsitioning wo

work; inceease independence and deoroise depend-

ence on public benefits: and form SSA upemtions
anct policy developoent.

President’s Committee on Employment
of People with Disabilities

The President’s Committee operates four }nulh

focused programs designed 1o foster both the career:

development and leadership skills of young per$ens
with disabilities, T - b

i ‘,. Ly bt
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trained recruilers are sent 1o appmammch MU Ny i

colieges and universities, all across the country,
& interview aver 1,500 co!lt:g: stidents with
disabilities. Each student interviesed is ovalear-

ed and a descriptive nurrative is prepared. In the

earty spring of each vear g histing of ail these st

dents is released 10 emplovers wheo cither have
pledged o hire these studens for paid summer
iniernships, or who are actively recruiting iob
sppiicants with disabilities for both poid sum-
mrer hsternships or fulbtime employoment. This
progrim is desigaed to facilitate contagt
bBerween college students with disabilities and
interested employers.

v High Schopl/High Tech {(HE/HT). There are
presently aver 60 HS/HT progrims in 20 states

acrnss the country, HEZHT is an enrichment actiy

ity designed w provide-specit cducation st

dents with experiences, montors and paid intern-

Presidential Yusk Force on Employasent of Adulls witly Disabilities Comminee Reparis
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shdps i echnology-refated occupations, Toroogh
thsese geyivities, ssudents are challenged o
expand their ambitions and to seek postsecond-
acy edooation as well uas carcers in wehnology-
velased fields, Local HE/HT programs represent a
cozbition of communicty organizations, employers
a2l sohesud systems, wll working topeiher (o pro-
vige these activities. HS/HT i a dranutic way to
brouk dows stereotypes and 10 offer an extmacur
rivubir actvity that alfords studens aliernative.
ways 13 find their potential,

o Youdh Leadvrship Forums In the summer of
20000, 25 state-level conferenges for high school
age studenis with disahilities are being planned
10 provide each stne’s pamcua‘tnzs with career
angd feadership skills developmoent, Participating
sinedends are afforded the opponunity (o share
xperiences and ideas with other studensts with
csabilitics and, thereby, prow in seifawareness
and community spitil. The gogl of this effort s w
ipact thesse studonts’ fatures s well as preparc
the next genesatdon of disability kaders. The five-
vear goal of this anmead program is to bring this
program to cach of the S0 states,

s Nutional Youth Leadership Conference With the
sapport o{ hw federal agencies, the President’s
Committéc holds an annual National Conference
i Washdngion, D.CUThE four day progme is fed
by young prople with disabibivies and offers
them programming in the sreaxs of civil rights,
empowerment and career planning.

Recommendations

Ed

. P ..
Subcommniittee

Recommendations

The Jubcommitiee, recomamends the milowing six
actions be addressed by Federal agengics or funding
sources. These recommendiaions can be imple-
smented through budget aughority or by interagency
work groups. The Subcommitiee will continue {0
examine polcy options and 1o formsualate recom-
mierdations 1o align and improve Federal progrmg

Subconnmiiiter o Expanding Faployment Ghiporiunities for Youny Peaple with Disabiliites

fur youny, puopic with disabilities (see "Faure
issues” below).

1. Expand nternship Opportunities. The Sub
commitiee will work to expand existing Federal
goverinent internship opportunities for young
people with disibilities, such as the Workforce
Regcruitment Progom for People with Disabiie
tivs and the High SchoobHigh Tech Program,
both rua by the President’s CommBisc on
Emplovmoent of People with Dissbitities. Other
apporiunities should alse be expanded for
young prople with disabiltties, such @8 the Presi-
dential Mansgement Internship Program, White
House and other agency fellowships and istern-
ships, and the high school summer intern jubs
progean:. ke addition, we recomsniend that pubr
He-privite sector parinerships be oronted 10
develop sew interaship opportunities and 1o
expand cxisting ineraship opportunitics for
young peopie with disabilities with an emphasis
oty leading wchnology indusirics,

Imcrease Participation in Postsecendary
Education, The Subcomunittes is developing an
initiative 1o stigmulate highor pasticipation raws

of young adulis with disabilitics in postsed

ondary cducation. This will be done i pary by <.
tmpiz&zzmg 2222 aeed for izf&:it}ng, fe &mzr‘zg i‘{;z‘f - "9"9“ ‘\3 K {f ’
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poopte w;z%z disabilities, sz;mizimmg g:umr % Eases
Hcipaton of vocutional rehabiliaion coasumers” <77

in possecondary cducs:zoa and focusing infen
sive efforts on young people who receive Social
Seeurity and Supplemental Security Income (880
isabylity benefits.

3. Imprrove Social Security Work Incentives.
The Subcommitiee recommendds that the Social
Seourity Administration expore fiscully sound
options for regulardy Increasion the Subsiantial
Guinful Activity (8GAY loved, with gy emphasis on
yousng adulis with disabilities (sunsitioning inte
cmplovment, We alsa recamemnetxl that 3854 pur-
sue necessary legishative and regulatory changes
0 increase the age limit and the amount of the
881 Student Earned Incoane Exclusion,

4, Increase Leadership Z}cvéfi;;)mnz Oppppanr
iunities. The Subcommintice will work 1o

LV
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courdinate and expand 8 Federsd memgency
Ruations! Youth with Disabilities Leadership
Development Program funding prioriy

5. Faclude Youth Goals in Healtlky People
2010 The Subcommitice recommends the
inctusion of a target goat for Healthy People 200
dealing with young people with disabilities and
transition. Medical practices and health care
services must be dedivered in 3 way that empow-
ers yauag people 1o ke progressively increasing
conirol of managing thelr own health care,

6. Courdinate Resvarch, Demonstyation and
Trabming Activities. The Sulommittee is
-CXAMINING STRLRICS (O Cobrdinute various
reseasrch projocts being implemented by agen-
civs, Thest include the Deparument of Educa
to's seeond Nationa] Longinudinal Tmnsition
Survey, the Social Security Adminivration’s ser
voy of children whe recvive S8, and the Depart-
men of Labor's milidary aptitude stady and
youth opportunity stucly. The Subcommitice
Believes it important (0 assure that these surveys
are usking the appropriate research guestions in
order 10 help policymakers bewter understand
the harrices faced by young people with disabili-
tics, The ditfering goals and strategies for devel
oping these surveys will affeet the degree o
which such coordination can be achieved. New
ertheless, ineractions berwees Spossong agen-
cies will enhisnce thy cffectiveness of the surveys
in answering important questions for young peor
ssde with dimbilities

Youth Policy Work Group
Recommendation

Of spreeific impsort 1 the work of the Subcommit-
fwr wan input from youtg people. For example, sig
mficant input was obiaingd from the annual Social
Security Administeation and NIDRR employment
conference in July 1999, This conference, which
the Subcommitice co-sponsored, focused primarily
on issues related 10 wansitioning young peopic
with disabilitics 1o sdul: bealth care, employmoent
and independence. One of the major activities of
the confurence was (o ¢resie a Youth Policy Work
Group, comprised exclusively of young people with
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disabilities, who were churged with taking ihe
resuits of the conference and making policy recome
mendations (o the conference sponsors.

The Youtk Palicy Work Group subemitted a proposal
for a *Voluntary Social Insurance Life Voucher 8ys-
tem,” a consumercontrolksd vehicle for accessing
necded suppores for maximum independence, This
includes, but is not limited 10, education (elemen-
tary, secondary and postsecondary). access 10 ade-
gquizie health eire and insumnoe coverage, employv-
ment, housing:, irapsnportation, income supports, and
techaology and assistive doviges,

The Voluntary Socind Insurance LHU Voucher System
would be 2 program in which young poople volun-
1arily apply and are given the opportunity 10 wrile
thelr own budipas angd onyoing “future plans™ for
thelr needed supports, In these plans, individuals,
passdyy with thie assistanee of otheers, woultl ook w1
() what supports they will need annualiy, and (2)
wihizt supporis they coukd acguire on their own
which would require no Ananciat assistance, such as
a cirgle of support from friends and family, Individu-
als would subrtit their peoposats for the dotlars of
services they would require w be equal (o non-dis-
abled peers, The financia) portions could include

educational supports, bousing and tmosportation, 7 _
vocutiony raining 2ind sUBPOTL ACCEEs 167 adaqua:c“i'*\ “ " i

heaith care and instraace coverage, as well as any <
other supports necessary (o achiove an ulidmaze «,
goat of solf sufficioncy,

Once a2 plan s approved, it woulkd be managed by
the porson with o disabality. I there were any
changes, smendowns could be made through Quar
wrly reviews, The benefit of this idea is that i
would bave positive offects on the competitive mar
ket For example, cducation would be forced to
imnrove when istHviduads could ke their dodlsrs
andg receive oducalion at the nsitution of thedr
choice at any age.

Plans could b contained in 4 “credit card” in
which individuals access their money, as well as
ook at their Jongreom life pian budget 2nd narra-
tive. The Youth Policy Work Group Delieves that
this system could possibly be maiatined bi''cor
[araie entny, such as Visa or MastecCard, in Heu of

Presidential Task Foror on Bmployment of Adults with Disabllities Commitive Ropors
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the existing sock} gorvice system. Fhe oxisting svs-
toms (€8, Social Security, Vocational Rebabilitation,
Public Heslth, Medicaid, Public Assistance, Speeial
Education} would work togedhor 1o assist individu
als in identifying the dollar amounts and suppons

19 create successhd ife phans which are flexible

ard change over time, Adklitiondly, these systems

wouk) pool progeam-dollars into 5 common fund

i which there was one appiication. Eligibilizy fue
differcst supports would be based on medicat and

financial newds,

This proposed moded changes the direction of pro-
grams that ke care of" individusls by using public
fmancial suppons for a lifesime. Supports woukd be

only those that were necesssry and useful woward
the person’s altimare fife goals. All individuals
wonid Inpe o give back 1o this sysiem, possibly
when reaching a certain age, by being cagaged in
measaghul work activity, whather paid or volun-

teern Since work getivity in this model 18 mandatos
£y, it would ogerae under the assumption that aft ™
people can Ehairibote o their cammunitics, Whes

a person acguires paid employment, prominms
wottkl b puidd into the youcher systers,

" *The Youih Policy Work group believes that this sys
rem would support and encourage people to work

£ and contribuie to their communitics, as well a3

achieve valuable cxperience toward chasen Efe

goals, Under this moded, i individuals would have
te shaw productive activigy, Life plans and personal

activity would need 1o display 3 commitment

toward achicvifg seif sufficiency, This system is an
vesiment in people and their forures, not only by

the systens bat by the individuals imvolved, Every
one s visted in the ulimate sincome: produciive,
tc-paying Ciiedns. - N,

White this proposal raises as many guestions as it
aswers, it reflecss the frustrations, fears and valucs
of today's young people with disabilities. The Sub-
commitiee beheves it is significant that so much of
the Yoush Policy Work Group's proposal focuses on
the themes af system collabaradon and coordina-

tion, seif-direction, consumer control and cheice.

Subcomenittee on Expanding Emplovment Opporisisitios for Young feople with Disabilities

Future Issues

The Subcommittee has developed 4 growing Bst of
issues ta devote its sitention, and that of the Fask
Force, over the next three years, As 2 fullowup 1o
this report, the Subcoemitice will develop o plan
for addressing these eritesd ssues:

Research

+  Coardinate imtersgency research agenda, such as
fonghodinal studies,

Excamtine and synthesize Best Bractices” and
study The use of social markening 1o design an
awareness campaign 1o publicize and (o repicute
proven practices,

Policy Development

»  Examine amad devedop 8 "Memormndum of Uscler
standing” lerween the Departnent of Education,
Departement of Labos, the Secial Secunty Adminis
traison, Adminisirtion oo Developmontal Disabil-
ities, the Health Resources and Services Adminis
seation, and the Substance Abuse and Mentul
Healih Services Administration for policy guid
ance and coordination to State and local agencies
regarding youth transition services and programs.

DRl

v Jovestigste how implementnion and monoring
cfforts it the Fedem! ievel will strengthen
enforcemeny of exdsiing laws, inchuding Titde V of
the Social Security Aci, HDEA and the Rehabilita.
tion Act, and how these offorts cag assist Simies
in strengthening enforcemont at the lagal Jeved,

«  Devclop a conmiprehensive initiative focosed on
young people in foster care receiving 881 bene-
firs to expand the Fedend Indepeadiont Living
Prosgrram, offer eConomic support, provide access
1 adeguate health care and insunnce Coverage,
ang create # fransitional ving program.

Create o fiscally sound grunts/budyet initiative
within the Departsments of Health and Human
Services, Education, snd Labor and the $8A 1o
inceeast the delivery of assistive technology,
including ste of the art computer cquiprment,
to rnsitionage students.

- it
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Formalize the Healthy and Ready 10 Work Foden
al Intermgency Work Group through a Presiden.
siaf Directive or legisiative change, with clear
responsihilities and avthority for the appropriate
Federat agencies to work together around che
issue of voung people with disabilities transi-
sosing o ndubthood snd independence. A
corsliary is the Fedoral inerageney Coordinat
ing Council for Young Children with Special
Needs that & mandared vaderthe Dypartment
of Education’s egisintion.

Conduct a review of all Federal agency goals
urgier the Government Performance andd Rosulis
Act (GPRA}, idenifying those that apply 1o the
needs of young people with disabilitics in trans
tion st examining whore thore 8 ovarlap,
opportunitics for coorBnation, tnd gaps.

Investigae Gscatly sound mochanismy, through o
demoenstration project or legishitive change, to
reguire the Muternal and Child Health Programs
for Childres with Specist Needs 10 work with
the schioals and the Sute vocationa! sehabiliia
it 'sg,em.nw o prepare young people before
age 16 s they will have ceceived the services
they need tohelp them be goad Candidutes for
vocutional rehabifitation services and real jobs

“for reat pay, with broefits, .
) L "

Develop a mechanism o aflow the blending of
Federal funding when it is for the same puarpose,
s that funding Hfollows® individuals with disabili-
ties and allows them 0 ‘ohfain the services they
nered with Joss bur&.auumuc red Lape, more con-
sumer choioe and greater satisfaction,

Instiaiionalize foedhack, fmm yiung pwplt:
with disabilities into policy dmciopmem and
assure thedr participation in Federal, Suie and
oo pdicysaking,

Program Development

-

Support and reinforce the goal expressed in the
recently rekeased Office of Personndd Manage-
ment's seport Aocessing Uphortnsdty: The Plan
Jor Employment of Feaple with Disabilities in
#he Federat Gowernment, 10 oxpand the full

N

rarsze of workdbased kearning opportunitics for
high school and college studenrs with disabiifiies
during the teadermic year by enhancing existing
Federal government work-hased learaing pro-
gramns, and where oedessary, Creadng new oppor-
wunities for young people with disabilities,

+  Create 2 "Gorto-Work” initative focused on the
large nambers of young people with disabilives
who are still on Social Security and/ar 881 disahikb
ity benefits six months after completing coliege.

s Develop and expand use of individualized
accounts for young people with disabilitics
availabic through the Health Care Financing
Adminstration. '

»  Assure that health insurance incorporates the
Title ¥ requirement to develop a community sys
tern of services that provides health care through
2 medical *home™ (Bot 2 place, Hut 2 sysiem of
services that 3¢ commmity-based, culturally com-
perent, comptehensive and continuous),

+ ixamine and develop initiatives which strengthe
¢ the eritiod role of Dumily members js the tran.
sition of young people with disabilities. This
effort could also examine the fink berween &on.
ty involvemoent and seif-deermiination, choige |
and consumer cantrel N

Develop @ National Youth Mentoring Propram in
purtrterships with Stare and local governmoent and
privale sector empioyers,

+ Lxaminc how Federal programs serving young
people with disabilities can be enhanced 1o
increase and integrate academic amd carcer
development skill outcomes criticat to successfil
transition results,

Public Awareness, Technical Assistance -
and Training

« Eagseh a public relations camprign 1o increase
studerit, parenial and provider expectations of
young people with disabilities.

Presidentiat Task Forcr on Bmployment of Adults with Disahilities Commitiee Reporty
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» rvestigaie methods for effectively reaching ,
underserved popudations, including thase with
low literacy levels, nor-Eoglish speakers, those
who speak English as a second anguage, and
those without access to the Internet.

3

. Conduct 2 Transition Sumimit and Research
Forum for State and local educators {e.g., second-
ary; atult and postsecondary education), vocation-
af rehabititation professionals, workforce develop
meni providers, 85A siff, sesesrchers, prantees,
atfvacates, young peopke with disabilites and fam-
es 1o address wansition services policy snd
implemenation issues for the future,

- Werk with the Departmont of Labor's Employ-
ment and Tradeing Administration 10 develop a
rechaicnl assistance, wnaning and outrcach came
paign that assures youth wih disabilities are
properly served and participuting io DOUs
yvouth programs, inchuding job Corps Youth .
Opportunitieos, Schoobta-Weork, Yenr Round
Youth, and Summes Youtlh -

R

o Direct the Departmem of Bducation 1o develop
a madel "Persona! Learsdng Phn Guidance” thi
assists albstndents in redeiving cduciuional serv

ey and lnmsitianiqgrfmm school to work, or

esschool treollege towork. s

it o '

¢« Build, expand and cdordinate self-advocacy

instruction for you with disabilitics,

«  Prevelop trzining materials and programs for
schools aidd community-based orgatizations to
educate young people with disabilivies abow
accommodaions.

-

+  Have sccommodations follow ndiilasd fom -
school, postsecondary education and into work,

+  Emphasize the need o expand carees prepaced-
pess antd development in clomentary and middie
school vears as well as during the ¢asly years of
filgh schoot education.

«  Develop s disability diagnosic 1o0is) that can
follow the purson with 3 disability from cardy

bemunitioe on Expanding Seiploymant Opgurtiniifes fir Younyg People with Disabilittes

assessment through the entise Hfe span and mul
tiple service delivery systems,

= Refine and publicize the Departmen: of Labor's
YouthZ2Work and “YO! Movement”Web sites and
ase them as vehicles 1o disseminate information
on voung people with disabifities in transition,

Conclusion

Based on the Subcommittee's activitics and input
from stakeholders, several themes emerge: raising
expectations; family involvement; emplayer
involvement; changing demographics: and connegt
ing and strengthening access to adequate heahh
care and insurance, education, voestionl rehabititas
sion and workforce development, and work incen-
tive reform cfforts.

It & imperative that spedific sispegivs be examined
and implemenied 10 change expectations for young
prople with disabllides. The Subcommitiee wil
develop innovative strutegies 1o work with families
and service providers arouwnd expoctniins and
widely promote a message about increasing eRpets
tatinas for young people with disubliities. Anaiher
theme is the cnscial role of Gomlly membors n e
suecesshil rmasition of young peopde with dixabiil
ties. Bafancing the role of familics with the emoerg
ing role of voung people in determining and choos
ing their own road o transition and independent
living will be addressed.

Employers, both large and soall, are increasingly
raising concerns that many younig people do sl
have the necessary entry-lovel skills Gacadomic, vocs-
tional, andd employmenc) o be soccessful on their
first job. Publicprivate partnecships with a variety
of employers will be initiated in order 1o expand
and increase the full moge of work-based learning
opportunities for young people with disabilities.

The Subcommitiee is comnuitted 10 addressing the
theme of changing demograghics and increusing
diversity of young peoplke with disabilitics and how
currert Federal programs are meating the needs of a
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changing, and more diverse, population, This ssug
will be discussed i greaver detail in future reports,

Finaly, the Subcommitiet COMMULY (o assess
healih, sducation, vocational rehabifitation, work-
force activives, and work incentive reform efforts.
We are looking at how strengthened enforcement
of existing hrws, coordinution of general system
defivery sctivities, and improved vse of work mcen-
tves o improve mransition sesalls nod ensure e
voung peophe with disalsilites scoess, participate,
ard breneft from these important programs. The
Heulthy and Roady o Work Fedemt Intempency
Work Group will be orucial 1o this assessmoent and
resulting Poedora! aciivinusg,

The issues facing voung peopte with disabilicies
who aced 1o transition inte the workplace are
mpnense, They free mnltiple Datricrs — ow family
and provider expectations, poar scif esteem, lack of
education i vocational supports, irradequate
servier delivery coordination, and heahh care and

mcome support disincentives. The Subcommiitee is

raising all of these issues in an informed, research-

“hased dpproich o problem solving. Tt will craft a

L [T T )
coherdnt national policy addressing the needs of

P T F T vy
young peaphe with disabilities thas the Task Force
*Cany ddispt and promote.

+ . N .
AR S TR T LTI T A I TR L O

4

co et W refuse to throw anothor generation of young

e Adppdple intoe's welfaredike dependency system of

public heactits, W must instill g strong sense of
porsenal worth aad respansibillty, seifdirection
and independence, personal nroductivity and seif
sufficiency i fulure geaenttions of young adults
with disabifities. '
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Speeches and Testimony

Prepared Testimony of

Deputy Secretary Frank S. Holleman lli
U.S. Department of Education

Before the
Subcommittee on Oversight and Investigations
Committee on Education and the Workforce

U.8. House of Representatives
Mareh §, 2008

Mr, Chairman and Members of the Subcommitice:

Thank you for inviling me 1o appear today. | appreciate the opportunity
o share my views on the financial management of the U.S. Department
of BEducation.

Secretary Riley and | are strong believers in the potential of the
Department's programs to improve American education, belp all chiidren
reach high standards, and ¢ oper the doors fo college. We emphasize
strong management b i:)et:azzse we.wanl ta be sure that the federal
investment i education’is used.as efficiently and effectively as possible.

When Secretary Rziey toek af?" ce in §993 he assumed the reins of an
agency whosg S@m{m%eademhlp had Iong focused on external policy
agendas at the expense,of, .day-to-day management. Over the last seven
years, he has led an effort to hire skilled managers and technical staff,
improve data qaahty, and modernize accounting systems and
procedures. Our management improvements have achieved savings that
could fund our administrative budget many times over.

For instance, seven years ago 22,4 percent of students entering
repayment defauited on their loans by the end of the following fiscal year.
We have reduced this cohort default rate Qvary year, It is now a record-
low 8.8 percent, only 40 percent of what it was at the begmnmg of this
Administration. At the same time, collections on defaulted loans
{including consolidations) have tripled from $1 billion in Fiscal Year (FY)
1893 to over 83 billion in FY. 1999,

The Direct Student Loan program, proposed by President Clinton in 1883
and implemented in 1994, will save taxpayers an estimated 54 billion
over the [ife of loans made in the last five years {compared to the federal
cost if direct loans had instead been guaranteed loans}, Direct loans are
generally less expensive for the federal government because there are
no federal subsidies for lenders and intersst eamed on the loans accrues

‘to the U.S. Treasury, instead of to private lenders.

htip:/Awww ed. goviSpeechesf)y3-2006/00030 . himd 11721760
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The Department created the National Student Loan Data System, the
Department's first comprehensive database of student aid recipients,
This new tool has improved program management and informed policy-
making. For example, it has allowed us 1o identify prior defaulters o
schools and thereby help prevent ineligible students from receiving as
much as $1 billion in grants and loans.

Over the last seven years, the Department has sought to improve
customer service and address longtime management weaknesses. We
have only two-thirds as many employees as administered our programs
in 1880, even though our budget has more than doubled, And since
1983, we have timmed our regulations by ene-third, reduced grant
application paperwork, and aggressively implemented waiver authority
for lega! roadblocks o state reform.

In May 1998, we established the Education Publications Center, or ED
Fubs, as a one-stop source for our publications and other information
products. Customer service ratings for £D Pubs exceed those of premier
corporations like Federal Express and Nordstrom,

We are working on a new Intemet-hased data collection system 10 better.

- assess the results of our programs and initiatives, We recently

successfully tested the concept with-theé Council of Chief State Schoo!
Officers and the states of Nebraska and Oregon. Under the Inlegrated
Performance and Benchmarking System:(IPES), each state will maintain
a database of defined core <§aia and ;zerfarmanca indicators, The
Department will have e eczmmc af.;{:ess {osthese databases, minimizing
the reporting burden, cm siaiesfand fenab ing speedier information
pollection. . R Y g 4 “ﬂéﬂm .zi“ fét R FM?M'

T "i‘.ii:.afm*‘m;a
The Department's Office for Civil-Rights is res0¥v1ng discrimination
complaints more efficiently, thanks to dedicated, well-trained staff; a new,
team-based staffing structure; and investments in iechnology. In FY
1989, OCR resoived 70 percent more complaints thar it had in FY 1980
with 10 percent fewer staff. More than 80 percent of the complaints in FY
1999 were resolved within 180 days of receipt.

We successfully met the Y2K challenge, bringing all 176'0t our data
systems into Year 2000 compliance well within the Office of

‘Management and Budget's government-wide deadiine of March 31,

1999, We met our goal even though, in August 1888, the Subcommittee
on Government Management, Information, and Technology projecled
that we would not complete ocur work until at least 2030.

And we have & history of working cooperalively with Congress, the
General Accounting Office {GAQ), and our Offica of the Inspector
General {O1G),'As a result, there are fawer than half as many open
audits as there were six years ago.
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We have alsc made a sustained effort o improve the financial
: management of our programs. Since 1983, we have sought to improve

. our data quality, modernize and inlegrate our systems, and improve
financial reporting. In 1988, we completed implementing our new
financial management system, the Education Central Automated
Frocessing Systern (EDCAPS). And after devoting substantial resources
to supparting the audit of our FY 1997 financial statements, we received
an unqualified opinion on all three statements.

However, our preparation of the FY 1898 financial statements was -
delayed by the requirement that we prepare two new major financial
statements; our first year using new standard ledger software, L.e FARS;
continuing data quality issues, and our inlensive effort {o support the
audit of the FY 1987 siatements, As @ resull, we accepted our audilor's
recommendation o suspend work on the FY 1988 statements and
received a disclaimer of opinion on each of them,

Today, the Department's inspector General releasad our auditor's
opinion on our FY 1988 financial statements. Our auditor, Ernst and
Young, issued four qualified opiniong and one disclaimer of opinion on

the Department's five financial statements. The five statements prepared ”1
specifically for our Student Financial Assistance {SFA) programs also
received four qualified opinions and one disclaimer. ra* Cr "“

LVE z} A
Obviousgly, cur gaal is to receive an anqugi ﬁeé audit c;azmz}n every. yea; YA R
However, | am heariened by our substantial progress since last year; - el dends

when our auditor could not express an opinion on any of our five i rzaz*zsiai LA AL
statements. Our auditor was able to express an opinion.on four of our¥ i é:v 2 vf*:s
BT financial statements because we have strengthened our financial .. '« RS o
documentation and data integrity. As a result, | believe this audit reszz_t_t Daens “f{

' validates our approach to improving the Eﬁepar%ments financial IEEANR
management, :

| am also pleased that the Department and our auditors were able to
complete our work and release the audit on schedule - rather than nine
months {ate, as occurred last year, We completed our work on time
i, despite the need to prepare five additional financial statements for our
: Student Financial Assistance programs and a five-week delay in
beginning the process.

Another sign of progress is our effort to implement our auditor's
recommendations. As inspector General Lomraing Lewis noled in her
prepared testimony today, as of last December the Department had
- implemented only 28 of the 115 recommendations {including duplicates)

made in the previous four audits. | have made the resolution of these
recommaendations a priority. We have now completed action on 40

' additional actions and have asked for the OIG's concurrence that they

. are complete. The FY 18838 audit included an additional 24
. recommendations - mostly related to prior recommendations to correct

hip:/fwww.ed.gov/Speeches/03-2000/000301 . htmt 112100
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previousty identified weaknesses - and we will address them as
expaditiously as possible.

Our goat continuas to be 1o receive an unqualified audit opinion every

year, as we did in FY 1837, Nonetheless, | am pleased thal we are
showing progress. Over the past 12 months, we have strengthened our
financial management systems in five important ways.

First, we have improved our reconciliation process. Prompt and accurate
reconciliation helps us detect and resolve potantial errors.

Qur new reconciliation software, Recon Plus from the CheckFree

Corporation, automates the process by which our ganeral ledger is

raconciled with other Department systerns - inciuding those supporting

the student loan programs and grant payments - and with the U8,

Department of the Traasury. Recon Plus permits automated

reconciliation, rather than requiring the manual comparison of records

with'a spreadsheet, and thereby allows us 1o compare records more

efficiently and in greater detail. We were greally encouraged that, in an

October tast, Recon Plus automatically reconciled over 70 percent of

transactions with Treasury. We hope 1o increase this match rate to 90 i
percent by this spring. :

We are now reconciling our accounting records with Treasury: cash»‘“ v

balances monthly. Last year, we reconciled our records with' Treasury

guarterly and in previous years only annually. Weare alsd increasingithe -

frequency with which we reconcile our central-accounting system withe- -

subsidiary records, such as those for the direct and:guarantesd-stident. ©

loan systems. IRFER TR At oot Sl x“wmm“z.,«»{fww; Pl g
;r - b L RnLL L3 T e

Second, we have autamaied our processes to make th&m more ef%iczeﬁz

and effective. With assistance from Pr;cewaiezhcuse(ﬁmmfs, we

developed and imptemented software to automatically close our general

ledger al the end of each fiscal year. This new proctess enables E}S te .

ciose our ra{x;sr{is maore accurately and much faster,

We daveloped and implemented new software o automatically generate
our financial statements. Last year, our staff relied heavily on "t
spreadsheets fo prepare cur financial statements.

Also this year, we established an automated tool to track manual
adjustments {o our financial records. Itis an accepted practice to correct
errors identified by an audit, such as classifying & transaction on the
wrong line. By automatically recording ail such transactions in one place,
we can better coordinate them and prevent errars.

Third, we have strengthened the documentation of and support for our
financial data. We developed three subsidiary ledgers to support the
general ledger. The three new ledgers reconcile our grant expandilures,
match grant award available balances to undeliversd orders, and align

httpfwww.ed.gov/Speeches/03- 20007000301 . himi 11721400
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our contracts payment system with accounts payable. Previously, the

Depariment's core financial management systems received only a

summary of this data. These new subsidiary ledgers will track the
. additional detail needed to support and validate financial data,

In addition, we have upgraded the personal computers used by the
Department's accounting staff, enabling them to run more powerful
reporting software. As a result, they can produce financial reports that
are both faster and more thorough.

Fourth, we improved our processes to ensure the quality of our financial
data. For example, the Departimant has astablished software routinss,
called standard accounting entries {SAES), to make regular adjustiments
to our financial records. Unfortunately, in some cases these SAEs
introduced errors. This year, we corrected impacted accounts and fixed
our SAEs. In addition, we established procedures to run future SAEs ata
transaction level, rather than an appropriation level, and to coordinate
them across all five financial statemants.

Standard government practice requires our financial statements o
distinguish between goods and services purchased from federal
agencies and other organizations to facilitate the production of the
a overall financial statements of the U.S. Government. Unfortunately, in the
Fpe past Departmental records have someatimes misidentified the status of LY
SRR our vendors. This year, we examined each fransaction to enswre thatour. - - 2, ¥
financial records praoperd y mﬁeﬁz the 8§>§:;w;3ﬁate T assﬁ' cation af OUF ¢ ie ~‘;- SN
vendors, Dt teine A e TR L g &
¢ ) . - - ‘1:‘“““}‘&;&
Bl g, We have als¢ implemented formal praaedures for Department staff to.; + ﬁ’- AR
R manually adjust our financial records. These procedures, which include a... S
T supervisory review, should substantialy reduce the misclassification of ~~ i e
data. Moreover, we should require fewer adjustments due to a stronger .7 .~
reconciliation process and the new requirament that adiustments be
ey processed at a transaction level, rather than an appropriation level,

I

And finally, we are pursuing a new general ledger system. We are
thoroughly reviewing and testing the capabilities of possible systerms {o
=y < maegt our requirements. Our new general ledger system will be in place in
c 2001,

Qur current general ledger system falled to meet cur full performance
expectations, We plan to implement a new accounting system that will be
capable of producing an automated closing of the Depariment’s hooks at
the end of each fiscal year promptly and efficiently. More importantly, wa
expect the new system to allow us to produce and support timely and
accurate financial statements as anvisioned by the Federal Financial
‘Management Improvement Act of 1986. o
. Secretary Riley and | recognize the importance of financial management.
Unfortunately, there is no shoricut {o establishing a sound,

hitpiffwww.ed.gov/Specches/03-2000/000301 . htmi . _ /2106
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comprehensive financial management system. We will continue to work
hard. | believe the FY 2600 audit will demonsirate our continued
prograss, -

I would be happy to answer any questions you may have.

ED-

{ Return 1o Speeches and Testimony page |
This page lsst modified March 2, 2000 {pik}
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UNITED STATES DEPARTMENT OF EDUCATION
OFFICE POR CIVR. RIGHTS
THE ASSISTANT SECRETARY

ooT 14 W0
To: All OCR Seff
From; " Norma V. Cantt sz’/ (o

Re: OCR Strategic Plan

Iam ;}iaascd to shazc wzzfz you the Office for Cm Right's Strategic Plan, which 1 havc
fomarded o z?;a Deputy Secretary.

The strategic plm 15 OCR's contract with the Secreiary of Education, providing the specific-
bases upon which our efforts will be measured. We are committed to creating a more
proactive approach to ensuring equal access to qualty education. We are also promising

_“ substantially less bureaucratic approaches to how we get our work done.  Your energy,
“invelvement and many, many fine ideas throughout the strategic planaing process give me
thc grcazasz confidence in our ability (o achieve these goals. . L

" The szrategac plan will guide all of our decisions. As we mplem&m our plan, eac?z of us s

should be able to link our daily work OCR's goals and objectives, We should also be abiz ‘
1o jdentify for elimination activiies and approaches that are not moving us towards our goals, -

As an exampie of this, we have discontinued the Bi-Weekly Update on National Enforcement
Strategy (NES) Complaints and Compliance Reviews, the Monthly Travel Cost Analysis
System (TCAS), and” the Weekly Trave! Report. We must commua!iy ask the question, is
this tém best way to ayhlcve our goals?

I would like to mention two major initiatives already underway, The first is the mmp%miwzz
of a strategic p}an foi  tfaining, tnder i Cirection:of Jim Littlejohn. The second isa .
substantial revision of our investigative procedures, 10 be coordinated by Cathy Lewis as she
cosnes to Washington as the Detailed Regional Director. 1 am looking forward to hearing -
about chaniges implemented in each of OCR's components. .

- We are now warking with the Secretary and with the other Offices of the Department to
finalize the Department’s Strzzz:gzc Plan. This should be completed by November .1, at

"+ which time each office wxi} receive copies of the entire plan,

400 MARYLARD AVE, BW. WASHIRGTON, G 30202-01100
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Priority Areas
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Proactive, priority activities include high priority policy dcvéap;ncnt, targeted
technical assistance and high impact compliance reviews.

80 % of proactive resources will be dedicated o ensuring equal access o high
guality, high standards education, for example:

Admissions/Testing;
Over-representation of minorities in special education;
Under-representation of women, girls and minorities in math and science;

Access to programs for LEP students,

»-

i0% wzﬂ be éeﬁ;caieci 10 z'acnal and sexual harassment;
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US De:pé_riﬁxéat of Education

Office for Civil Rights

Our Mission is to Ensure Equal Access to Education
and to Promote Educational-Excellence Throughout the Nation
through Vigorous Eg;farpement of Civil Rights.

1. Impar::t on;Smdents Lwes

The Office for Civil Rights will maximize: Lh{: zmpact of available resources on acute and real problems
of civil rights in education. OCR commits 1tself to provzde tangible assistance i{} the greatest number of
students possible., _ ‘ -

L

R
{-_

2}:‘ Enipéewarmm of Students and Parents

The Office for Civil Rights will empower others to learn to solve their own problems of securing equal
access to quality education. O!....R will focus on systemic education reform that enables communities throughout
the nation to understand, commit to and implement stmtegm that prowde opportunities to learn for all.

3. Investment in People

The Office for Civil Rights will recruit and retain the highest calibre staff, and will develop the training
and tools they need to become most effective. OCR will provide an environment that values participation,
innovation and change. OCR will model diversity, fairness and concern for employee well-being.



OFFICE FOR CIVIL RIGHTS
STRATEGIC P‘L{&N

ice Missi

To Ensure Equal Access 1o Educarion and 1o Promote Educarional Excellence Throughow the
Naiion through Vigorous Enforcement of Civil Rights,

Customer Definition

We serve sruderns populations facing discrimination and the advocares and insrieurions promoting
systemic solutions to civil rights problems, including other Offices of the Department of
Educarion. ’

Key Office Goals

First Goal: Impact on Stodents’ Lives

- -

Objective A: Proactive Targeting of Rcsourcé_§ LT
. 3\ T

P : -+ . e - Wire o2 p
Objective B: -Strong Remedies: for. Effective Change ..,

LTI -

s L . - -k SR ‘:'I .
Objective CrEfficiency s _;, % - Blaioy
- oL
- P . T
Second Goal: Empowerment of Students and Parents
Objective A: Clearly Articutated Policy TR
Objective B: Promotion of Models that Work
Objective C:  Qutreach and Collaboration T T tav e

Third Goal: Investreni in People
Objective A: Motivated and Able Staff
Objective B: Use of Appropriate Technology

Obijective C: Work Place Faimess
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Office Mission

To Ensure Equal Access 1o Education end 10 Promote Educational Excellence Throughout the
Nation through Vigorous Enforcemert of Civil Rights.

Customer Definition:

We serve studen: popularions facing discrimingtion and the gdvocates and institurions promoting
systermic solutions 1o civil rights problems, including other ‘Offices of the Deparmment of
Education.

Xey Office Goals;

First Goal: Impact on Students’ Lives

T

.
‘I’hz. Gz’nce for vaz! R,ghis will maximize the xmpacr “of avaﬁatzia z‘esaurces on {:m} nghts m
priorities i{} EnsUTe ﬁzai OCR. addresses the most. ac;zzc problems of: 'Ei_{s;cnmmanon {}{ZR will
provide tangible asszsmcc to the grezz:st number zzf smdcnzs pessﬁﬁa -
DRI S . gl

Ohbjective A‘ Préacme Targeimg of. Resnurres }»R R

OCR will move from a reactive Syszem {‘}f almost exclaswcty responding to complaints

to 2 system of proactively targeting its resources for maximuom w}pzct

had™

T

Performance Measures: If OCR is successful, OCR will involve progressively
more of its staff and monies in proactive measures; OCR will address the widely
accepted real and acule problems in civil rights; and the gaps between mzjority
and protected groups will close in the areas (substantive and geographic) in which '«
OCR 15 active.

Short Term Strategies:

(1} OCR will as its top budget prionity work to ensure that 46 % of resources are
dedicated 1o proactive measures, including prionity policy development, high
impact compliance reviews, and targeted technical assistance {currently 11- 12 %
of OCR resources are dedicated (© proactive measures).

OFFICE FOR OTVE. RICNTS DRAFT 11408 §1:43
STRATEGIC PLAN {



{2) A wam of regional and headquarters staff will develop a system for priority
. . ardering of complainis for investigaton,

{3) OCR will involve beneficiary representatives, advocacy groups and experts
in its wrgeting efforts.  This will include expent review of survey data,

Long Term Strategies:

(1) OCR will develop a LAN-based system for cost based accoucting, in order
10 ensure that s resource allocation is mission driven.

Obijective B: Strong Remedies for Effective Change

OCR will effect posive change through uniformly strong remedies o civil rights
viclations. Remedial action will make injured parties whole, lessen the chance of future

violations, and set a clear precedent for other parties. It will be taken at the {*zwadest‘

appropniate 1eve1 for instance, 21 the siate rather than the jocal Jevel.

Performance ?aiaasures: If OCR is successful, OCR remedial plans will

compare favorably with itz own past remedies and those achigved by other federal

agencies and private litigants; monitoring of agrezments will show that-they are

durable in the cases of viclations found as well as instructive for, futurc acgion;

|. ‘ and OCR decisions will be cited and followed by other, pame:s or; decxdmg
e » agencies. . i e b e

P co B
. Short Term Szmzagies: o ST

! ooy . . w«xx_
LTI S RS S
LT i ,A%fﬁ i rd Ly

(1) OCR wili devel o;; iixpcn 'Te.ams in its top priorily substantive; -Areas: Thes::
tearns will facilitate the use of strong remedial models for OCR. N

WAy b g had PN m—! ?.{, i ‘tvi'-t

- - (2) QCR will review remedies as pant of its Quality Review program.
(3} OCR will solicil external appraisals of its remedial plans.
S o, . © Long Term Strategies:

(1} OCR will develop systems to involve beneficiary representatives in the
development and monitoring of remedial plans.

(2) OCR will collaborate with the Department of Justice and other agencies o
provide more prompt and effective remedial action.

(3) OCR will devaii};} proposals for remedial powers other than complete de-
funding of recipients,

OFFICE FOR CIVE, RIOHTS DRAFT 1014293 11:43
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(Objective C: Efficiency

OCR will eliminate practices and procedures that do not add value or do not contribute
to the fulfillment of OCR’s mission. OCR will develop new approaches 1o maximizing
the impact of existing resources. This will require ¢reativity and innovation from all
OCR components.

Performance Measures: If GCR is successful, OCR action will be progressively
faster, and will occur tefore problems are moot. Progressively fewer OCR
dollars will be spent on investigations that yield findings of no violation. OCR
will make positive changes in progressively more students’ lives.

Short Term Sirategies:

(1) OCR will'develop approaches 1o eliminate current case backlogs.

(2) OCR will substantially revise its Investigative Procedures Manual to provide
for faster, more flexible and less burcaucraizc handling "of complaint

xnvesugaufms

(3) OCR will re-invent its Magnet School and state Vocational Education review .

-

programs. - C

L4

z'. ,é N
AT

(4 OCR will develop new approaches for cai%aborauen with. OSERS.in zzrdcr 16
provide recipients with a single set of standards and a single review for
complaints alleging discriminaton on the basis of dlsabihty s

. i{éi‘ vE
(5) OCR will develop an appropriate basket of pc"formancc md:ca:ers & measure.
effective and efficient use of OCR resources.

Long Term Strategies:

(1} OCR will pursue selective exhaustion of remedy requirements for appropriate
issues and jurisdictions,

(2} OCR will develop internal expertise at the national and regional level for
Quality Management and continual process improvement,

(3) OCR will develop new approaches for collaboration with OSERS in order w0
strengthen and centify state complaint procedures when discrimination on the basis
of disability is alleged.

OFFICE POR CIVIL RIGHTS : . DRAFT V1493 F142
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. Second Geal: Empowerment of Students and Parents

The Office for Civil Rights will empower others 16 leam to solve their own problems of securing
equal access o quality education, OCR will focus on systemic education reform that enables
communities throughout the nation to undersiand, commit to and implement strategies that
provide opportunities for all o learn.

Objective A: Clearly Articulated Policy

- OCR will clearly articulate standards for equal access o education under Tide VI,
Title IX, Section 304 and Title 1T and the Age Discrimination Act. Policy will be readily
understandable by the public and implementable by educational institutions, OCR will
also advocate within the Deparument of Education 10 ensure that all employees understand
equity issues and their implications for the Dzpartment’s work.

Performance Measures: [f OCR 1s successful, OCR will adhere to a published

schecdule o keep ali policy up-to-date; OCR staff and educational institutions will

know what 15 expected of them in light of published policy; and beneficiaries and

their advocates will have the tools they need to confromt thetr own problems of

_ . securing equal access to guality educagon. OCR will be a visibie and consistent

I ‘ ' presence in the work of the Department, in particular in key legisiative and policy

v, initiatives.
! Y
s L T s Short Term Strategies: NI
o e , ey e e
g .
. L {1} OCR will develop Expert Teams in its top priorily substantive areas. These
ey I teams will faciliate policy development and dissemination.

. 3

{2} OCR will re-invent its process for policy development and dissemination to
make it faster, more responsive and more inclusive of 1ntemal and exiernal input.

{3) OCR will adhere to a published calendar for policy development in top
prionity areas.

R I.J\Dl;;ﬂ?.‘?m Stﬁ‘leg;%: .

(1) OCR wiil develop and adhere to a regular calendar for regulatory review and
policy development in each of its junsdictional areas, -

. l ‘ OFFIIE FOR CTVIL RIGHTS DREAFT 10014793 1163
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Objective B: Promotion of Models that Weork

OCR will find, describe and promote models that work for civil rights compliance. OCR
will concentrale on promotng effective systems and mechanisms that ensure equal access
to education at the state Jevel. Models should provide the earliest and most accessible
resolution possible of civil rights conflicts.

Performance Measures: If OCR is successful, OCR will advocate miodels that
are educationally vouched for, transferable to new situations, and systemic and
preventative in nature, A growing number of mechanisms, especially at the sute
level, will promote equal access to education and provide speedy and fair
resolution of civil rights grievances,

Short Term Strategies:

{1} OCR will develop Expert- Teams in its 10 prionity substantive argas. These
teams will facilitate the dissemination of model programs.

2y OCR will solicit external input for model plans for erzswiég equal access 1©
quality education. :

-{3) OCR will develop a system of recognition of exemplary p: rograms fc}r czv:i
“rights in education,

Long Term Strategies: )
{1) OCR will collaborate with othcz‘ zom;mncms of the Depanment, in f}arncular -
OERI, to identify and promote model plans for ensuring equal access to quality
education.

(2) OCR will teek 1o ensure that adequate funding is available to investigate and
develop model plans for high standards in <ivil nghts compliance.

Objective C: Outreach and Couabarzthz

«N“&.«Z.

GCR wﬁl become a pa.nncr to st:ai be'te:ﬁc;a,z} and advocacy groups and other entities,

‘helping them help their communities undersiand, commit to and implement strategies that

provide opportunities to Jearn for all through adeguate information, technical ex;mmsc
and back-up assistance.

Perfarmancc Measures: 1f OCR is successhul, OCR information and technical
assistance will be readily available and be clearly understandable by its audience,

A growing number of local solutions that provided specdy and fair resofution of
civil rights grievances will be implemented.

OFFICE FOR CIV1L RIGHTS DRAFT 1¥14553 11:42
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Short Term Strategies:

(1) OCR will develop Expert Teams in its top priority substantive areas. These

teams will facilitate the development and maintznance of relations with
appropriais interest groups and institutions.

(2) OCR will use focus groups to understand the interests and concerns of
bcnz:ﬁciary and advocacy groups and other entities.

{3) OCR will focus lechnical assistance on top priority areas and on fora where
both beneﬁcxary and recipient groups ¢an work together.

Long Term $tmteg:ﬁ'

"

(1) OCR will collaborate with components of the. Depanmem to ensure a clcar
az‘zé coordinated approach to outreach.

(2) (}CR will develop 2 “train the irainers™ program for technical assistance,

Third Goal: Investment in People“

The Office for Civil Rights will recruit and retain the highest calibrz staff, and will develop the
training and-tools thcy nesd to become most effective. OCR will provide an environment that
values participation,-innovation and change. OCR will model diversity, faimess and concern
for am;}loyw wgii-bcmg .

‘ {}bgectx?e A2 Matz?aied and Able Staif
OCR will invest in training that is relevant o job mastery and opportunities for staff,

particularly in the substantive areas of civil rights. OCR will develop a comprehenszve
approach o maining for mdivzéuzis and OCR as a whole, -

Performance Measures: If OCR is successful, OCR will plan, dedicate and -
allocate adequate resourcss<for trziring, OCR will compars favorably in the
hours and breadth of training for staff delivered annually with peer federal law
enforcement agencies and private sector ¢ivil rights advocates, Training will be
delivered according to plan and most staff will rate the uaining “excellent” in
quality and “very relevant™ to their work in OCR.

OFFICE FOR CTVIL RIGHTS DEAFT MN14793 £:42
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Short Term Strategies:

(1} OCR will implement & comprehensive strategic plan for training, which will
include an annual minimum training requirement for staff and adequate resource
dedication for trmmng

(2y QCR will collabomle with HMLC to ensure that OCR-suppmed training
resources are avallable to all OCR saff.

(3) OCR will establish a recognition system to reward and recognize outstanding
contributions 1o OCR's mission.

Long Term Strategies:
(1) OCR will collaborate with Department'of Justice and other civil rights

agencies and organizations to provide high qualily and efficient training ia ¢ivil
nghis.

Objective B: Use of Appropriate Technology

OCR will maximize. its -use of ap:p*ap'iazc technology. OCR will make its policy,
mformation and éaia azzaiyszs readily available for enforcement and promotion of civil
rights in education.;;. 1.5 RIS

Short Term Strategies:

R e L ttﬁw<o~“’ [ I €

Performance Measu ress IFOCR s sam53f;zi OCR swiaff will have ready access
10-OCR .policy, survey information and case processing datz viz an electronic
ne:wnrk The public will have appropriate access 1o the information for which
it has. gmatest need. Electronic communication will be available and used among
staff in headguarters and between headquarters staff and the regions.

lad']

{1} OCR will achieve a one-to-one siaff to compuler ratio.

(2) OCR will have a LAN to which headquarters siaff are connected and regional
offices have access.

{3) OCR will make available its policy, findings, and survey data via the LAN,
Expent teams will manage specialized libranies for issue-specific information,

Long Term Strategies:

{1} OCR will connect all regional staff 10 the LAN.

OFFICE FOR CT¥IL RIGHTS + DRAFT 1003497 11:42
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(2)° OCR will move all mainframe based systems to less costly and more
accessible LAN-based systems.,

(3} OCR will provide ;whi%é access o its electronic information systems,
Objective T2 Work Place Fairness

OCR will create a model work place, which includes an integrated and diverse work
force that respects all its staff. OCR will foster communication and ¢ooperation among
its components and staff. OCR will strive to provide all staff with a safe, comfortable
and well equipped work place,

Performance Measures: If QCR is successful, OCR will achieve diversity in
hiring, retention, and promotion of staff. OCR managers will repularly meet and
discuss with staff issues of work place satisfaction, and solicht and act on
recommendations. OCR staff will note increases in satisfaction with the
workplace and in productive communication. They will note an increase in
cooperation among OCR components and staff.,

Short Term Strategies:
. mi‘ Viw,
OCR’s long term hmng and promotion Qi};ecaves and the actions OCR will ake
t0 achisve those objectivesss ax v oz cen o o
ﬂ\‘t;;x "i’.ﬁ S LR, %z
{2) OCR will develop'a sysiem {}f 380 dngmg esvzéuaimn (supervisor, peers and
-staff) to provide all szaff wzth more effecuvc fwdback

TELRAE T AN

{3} OCR will develop 2 penoélc survey of its staff
Long Term Strategies:

(13 OCR will pmviﬁc every office with appropriate and adequate space and
furniture,

P
b -
;.. LT N S *

(23 OCR will devcmp a system of flexible s;)c.cmhzauwz 1o take a{ivamage f:;f
special staff interests and abilities.

(3) OCR will develop intemnal capacity for the :;zz;z:ia fair and amiable resolution
of disputes.
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